2020 Semiannual Report

Stock Code: 688007 Stock Short Name: Appotronics

@) APPOTRONICS® % IiE

Appotronics Corporation Limited
2020 Semiannual Report

1/234



2020 Semiannual Report

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 Semiannual Report is
true, accurate and complete and this Semiannual Report is free from any misrepresentation,
misleading statement or material omission, and agree to assume joint and several liability for

this Semiannual Report.

II1. Alert of significant risks

During the reporting period, there has been no extremely significant risk that may have a material
effect on the production and operation of the Company. The Company has described in detail the risks
that may exist. Please refer to Section IV “Discussion and Analysis of Business Situations” for the
relevant risks.

III. All directors of the Company attended the meeting of the Board of Directors.
IV. This semiannual report has not been audited.

V. BO Lianming, Principal of the Company, ZHAO Ruijin, Person in Charge of the Accounting
Body and WEI Yanlin, Chief Accountant, hereby represent that the financial statements

contained in this Semiannual Report are true, accurate and complete.

VI. Profit distribution proposal or proposal for capitalization of capital reserve approved by the

Board of Directors during the reporting period

None

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

o ApplicableN N/A

VIII. Risk statement regarding forward-looking statements

\ Applicableo N/A

The forward-looking statements contained herein regarding the future plans, development strategies or
other matters of the Company do not constitute any substantive covenant made by the Company to the

investors. The investors should be aware of the risk of investment.

IX. Is there any non-operational occupation of funds by the controlling shareholder or its

affiliates?

No
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X. Is there any external guarantee provided in contravention of the stipulated

decision-making procedure?

No
XI. Others
o ApplicableV N/A
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Section I. Definitions

For purpose of this report, unless the context otherwise requires, the following terms shall have the

meanings indicated below:

Terms

Company or Appotronics means | Appotronics Corporation Limited

Appotronics Ltd. means | Appotronics Corporation Ltd., the former name of the
Company

CINEAPPO means | CINEAPPO Laser Cinema Technology (Beijing) Co., Ltd.

Fengmi means | Fengmi (Beijing) Technology Co., Ltd.

Appotronics HK means | Appotronics Hong Kong Limited

Appotronics Holdings means | Shenzhen Appotronics Holdings Co., Ltd.

CINIONIC means | Cinionic Limited (previously known as Barco Cineappo
Limited) and its wholly-owned subsidiaries

GDC means | GDC Technology Limited (British Virgin Islands)

China Film means | China Film Co., Ltd.

CFEC means | China Film Equipment Co., Ltd.

Xiaomi means | Xiaomi Group, a Hong Kong listed company (1810.HK),
and its affiliates

Tianjin Jinmi means | Tianjin Jinmi Investment Partnership (LP)

Shunwei Technology means | Suzhou Industrial Park Shunwei Technology Venture
Capital Partnership (LP)

Xiaomi Communications means | Xiaomi Communications Technologies Co., Ltd. and its
affiliates

DonView means | Beijing DonView Digital Technology Co., Ltd., Beijing
DonView Education Technology Co., Ltd.,, and their
controlled subsidiaries

Orient Appotronics means | Beijing Orient Appotronics Technology Co., Ltd.

Section II. Company Profile and Financial Highlights

I. Company profile

Chinese name

YDCIERHB A R 24 7

Short name in Chinese

TR

English name

Appotronics Corporation Limited

Short name in English

Appotronics

Legal representative

BO Lianming

Registered address

20-22/F, Hi-tech Zone Union Tower, No. 63 Xuefu Road,
Yuehai Street, Nanshan District, Shenzhen

Postal code of registered address

518052

Office address

20-22/F, Hi-tech Zone Union Tower, No. 63 Xuefu Road,
Yuehai Street, Nanshan District, Shenzhen

Postal code of office address

518052

Website

http://www.appotronics.com

Email

ir@appotronics.cn

Reference to changes during the reporting
period

N/A
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II. Contact person and contact information

Board Secretary (Domestic representative for information
disclosure)

Name YAN Li

Address 20-22/F, Hi-tech Zone Union Tower, No. 63 Xuefu Road,
Yuehai Street, Nanshan District, Shenzhen

Telephone 0755-32950536

Facsimile 0755-86186299

Email ir@appotronics.cn

III. Description of changes to the media for information disclosure and place for keeping

semiannual reports

Designated newspaper for information
disclosure

Securities Times, Securities Daily

China Securities Journal, Shanghai Securities News,

Websites designated by the China Securities
Regulation Commission for publishing the
semiannual reports

WWW.SS€.Com.Cn

Place for keeping the semiannual reports

Office of the Board of Directors

Reference to changes during the reporting
period

N/A

IV. Stock and depository receipts of the Company

(I) Stock of the Company

\ Applicablen N/A
Stock of the Company
Type of stock Stock exchange Stock short name Stock code Former stock short
and board name
A-shares Shanghai Stock  |Appotronics 688007 N/A

Exchange, STAR
Market

(I) Depository receipts of the Company
o Applicable\ N/A

V. Other related information

o ApplicableN N/A

V1. Main accounting data and financial highlights of the Company in the past three years

(I) Main accounting data

Unit: Yuan Currency: RMB

During the Change over the
Main accounting data reporting period Prior period . . 1o
(Jan. - Jun.) prior period (%)
Operating income 716,025,207.34 853,356,964.84 -16.09
Net profits attributable to shareholders 14,327,442.96 66,579,574.06 -78.48
of the listed company
Net profits attributable to shareholders
of the listed company after deduction of -30,232,495.13 41,604,643.75 -172.67
non-recurring profit or loss
Net cash flow from operating activities 63,0006,061.80 -14,543,413.52 N/A
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Changes at the
end of the

At the end of the At the end of the reporting period
reporting period prior year from the end of
the prior year
(%)
Net assets attributable to shareholders 1,973,397,952.69 1,974,559,837.64 -0.06
of the listed company
Total assets 3,082,777,641.24 3,099,508,090.85 -0.54

(I) Financial highlights

During the
Financial highlights re;)e(gg(rilg Prior period gﬁi?iigzzr(%
(Jan. - Jun.)
Basic earnings per share (RMB/share) 0.03 0.17 -82.35
Diluted earnings per share
(RMB/share) 0.03 0.17 -82.35
Basic earnings per share after
deduction of non-recurring profit or -0.07 0.11 -163.64
loss (RMB/share)
Weighted average return on net assets 0.72 8.89 -8.17 percentage
(%) points
Weighted average return on net assets -7.12 percentage
after deduction of non-recurring profit -1.52 5.60 ’ .
or loss (%) points
Proportion of R&D investments to 12.19 10.47 +1.72 percentage
operating income points

Explanation about the main accounting data and financial highlights in the past three years
\ Applicableo N/A
1. The decrease in the operating income by 16.09% year on year was primarily due to the shut-down of

cinemas under the impact of COVID-19, leading to the decrease of the Company’s cinema services and
sales; meanwhile, the decrease in demand both in and outside of China under the impact of COVID-19
also affected the expansion of large venue, business education, and other To-B operations;

2. The decrease in the net profit attributable to the shareholders of the listed company by 78.48% was
primarily due to the decrease in the incomes during the period, the decline in the profitability caused by
the changed income structure, and losses suffered by major subsidiaries under the impact of COVID-19;
3. The decrease in the net profit attributable to shareholders of the listed company after deduction of
non-recurring profit or loss by 78.48% was primarily due to the decrease in the incomes during the
period and the decline in the profitability caused by the changed income structure;

4. The net cash flows from operating activities turned from negative to positive primarily due to the
increase in payment by bank's acceptance bills during the period, leading to the decrease in cash
payment for actual procurement, and to the reduction in taxes paid during the period given the decrease
in the income and profit.

5. The decrease in the basic earnings per share and diluted earnings per share by 82.35% was primarily
due to the decrease in the net profit attributable to the shareholders of the listed company and the

increase in the IPO share capital of the Company.
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VII. Differences in accounting data under Chinese Accounting Standards and Oversea
Accounting Standards

o Applicable\/ N/A

VIILI. Items and amounts of non-recurring profit or loss

\ Applicableo N/A
Unit: Yuan Currency: RMB
Item of non-recurring profit or Amount Note (if applicable)
loss
Gain or loss on disposal of 45,940.33

non-current assets

Government grants recognized
in profit or loss other than grants
which are closely related to the
Company's business and are
either in fixed amounts or
determined under quantitative
methods in accordance with the
national standard

29,851,687.48

Net profit or loss of subsidiaries
from the beginning of the period
up to the business combination
date recognized as a result of 11,655,728.28
business combination of
enterprises involving enterprises
under common control

Profit or loss on changes in the
fair value of held-for-trading
financial  assets, derivative
financial assets, held-for-trading
financial liabilities and
derivative financial liabilities
and investment income on
disposal of  held-for-trading
financial assets, derivative
financial assets, held-for-trading
financial liabilities, derivative
financial liabilities and other
debt investments, other than
those used in the effective
hedging activities relating to
normal operating business

10,824,793.71

Other non-operating income and

expenses other than the above -366,405.89
Effects attributable to minority -1,938,077.23
interests

Effect of income tax -5,513,728.59
Total 44,559,938.09
IX. Others

o ApplicableV N/A
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Section ITI. Operational Highlights

I. Main business, business model, and status of industry during the reporting period

(I) Main business and main products or services

1. Main business

We are a leading laser display technology enterprise in the world owning proprietary
technologies and core patents and having core device research, development and
manufacturing capability. In the reporting period, we were mainly engaged in the research
and development, production and sale of core laser display devices and complete laser
display equipment, and provision of laser film cinema services.

2. Main products and services

Our products may be classified into core laser display devices and complete laser
display equipment. The core devices can be further classified into laser light source
(cinema light source and large venue light source), light generator and laser projection
screen, and complete laser display equipment can be further classified into laser cinema
projector, large venue laser projector, laser video wall, laser education projector, laser TV
and smart mini projector, of which, the former four products fall within the field of To B,

while the latter two fall within the field of To C.

eneration of Category of Scenario of
technology product application Product

Cinema light sousms

Large venue light soumrs

ALPD4.0 Core devices

Lasar TV light generator

= =3
) =]
=

ALFD3.0 Laserprojection scrzen
| ]
DDU}%&EE;;‘-’ i p&nama Laser cinsma projector
Larga venes lasar projsctor
ALPD2.0 =3 ==
| ]
i E ar;a Laservidzo wall
Complete Laser education projector
ALPD1.0 equipment
' e —
- Smart mini projector
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(IT) Main business model

We are mainly engaged in the R&D, production, sale of core laser display devices and
complete laser display equipment, and provision of customized R&D and manufacturing
services to customers, and have an independent and complete R&D, procurement, sales,
production and service system.

1. R&D mode

We mainly adopt the independent R&D mode. Our technology development focuses
on creating and mastering core and key technologies. When a kind of technology becomes
relatively mature, it will be applied in product development. Our product development is
driven by product planning. We set up product lines and product development teams by
market segment, and develop series products based on product platform.

2. Procurement mode

Our Resources Development Department and Supply Chain Center Planning
Management Department are responsible for procurement, of which, the Resources
Development Department is responsible for the selection of suppliers, determination of
purchasing prices, building of business system and supply platform and other front-end
affairs, and the Planning Management Department is responsible for the preparation and
implementation of procurement plans and other back-end procurement affairs.

3. Production mode

Our production mode relies on own production, supplemented by OEM, mainly
because of the different production capacity required by different manufacturing processes
and modes and consideration of cost-effectiveness. Our core devices sold or offered to
customers are manufactured by us. Laser TV and smart mini projector products are
assembled by OEMs. Other complete equipment products are also manufactured by us.

4. Sales mode

Our sales mode is mainly classified into product sales and cinema service, as
described below:

(1) Product sales mode

Our products include core laser display devices and complete laser display equipment.

(1) The sale of core devices is implemented in the mode of customized development
and direct sale.

(2) The sale of complete equipment has three modes, which are customized direct sale,

non-customized direct sale and distribution. Including:
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Xiaomi, DonView, CVTE, VAVA, Haier, ViewSonic and other companies purchase
customized complete equipment products developed by us for them.

Large venue laser projectors are sold mainly using the off-line direct sale mode, while
Fengmi branded laser TV and smart mini projector products are sold both at the online
retail stores on Tmall, JD, Youpin, Pinduoduo and other platforms, and off-line physical
stores.

Other complete equipment products are sold mainly through distributors.

(2) Mode of cinema service

We established CINEAPPO jointly with CFEC, a wholly owned subsidiary of China
Film. CINEAPPO purchases laser cinema light source from Appotronics, and then provides
cinema services to downstream cinema customers (“Laser as a service”).

Such mode of cinema service was a first in the industry, under which CINEAPPO
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. CINEAPPO connects the light source
equipment with its remote information platform, provide remote license and smart timer
services in respect of such light source, and gives support to day-to-day operation of such
light source, such as asset monitoring and tracking, inspection and maintenance order.

(IIT) Industry in which the Company operates

1. Development stage, basic characteristics and main technical barriers of the industry

1.1 Industry

According to the Industrial Classification for National Economic Activities
(GB/T4754-2017) published by the National Bureau of Statistics, we are classified into the
“display device manufacturing” industry (industrial code: C3974) of the “computer,
communication and other electronic equipment manufacturing” industry (industrial code:
C39). According to the Guidelines on the Industrial Classification for the Listed Companies
published by the China Securities Regulatory Commission, we are classified into the
“computer, communication and other electronic equipment manufacturing” industry
(industrial code: C39).

1.2 Development stage of the industry

(1) Laser display To B market: Growth stage in which the performance of mature

products is improved and the products are continuously upgraded
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On the To B market, laser display technology is mainly applied in cinema projection
and large venue display, including cinema projection, security and surveillance, command
and control, theater performance, exhibition and display, artificial and virtual reality and
other scenarios. In recent years, due to its remarkable advantages such as stable
performance, long service life and rich color, laser display technology has been rapidly
replacing the traditional light source technology used in cinema projection and large venue
display equipment.

Since the launch of the first ALPD® laser cinema projector jointly developed by
Appotronics, China Film and Barco in 2014, ALPD® laser light source has been widely
applied in the cinemas throughout the country, and entered the overseas projector market,
making Appotronics a leader on the laser cinema projector market. In addition, the laser
display technology is rapidly penetrating into the large venue display market.

Though the growth of laser display on To B market is temporarily hindered by the
epidemic situation, laser display has great growth potentials due to its unique advantages.
We expect that as the epidemic situation is put under control gradually, the demands for
laser display technologies and products on To B market will grow continuously and
steadily, and the laser display technologies and products for To B market will provide
better performance and more functions through continuous innovation.

(2) Laser display To C market: As an emerging industry, it is at the early stage of
rapid development

The application of laser display technology in TV and other household products is a
wholly new creation. Based on the long-term accumulation of ALPD® technology,
Appotronics has made a breakthrough in the application of core devices and imaging
solutions of laser display and achieved superiority in the field of household display,
including lower cost, higher efficiency and smaller size, among others, which created laser
TVs.

Since Appotronics launched the first 100 inch laser TV in the world and introduced
the concept of laser TV based on “ultra short throw front laser projector with anti-ambient
light screen” in 2013 in cooperation with LG, HiSense, Xiaomi, Changhong, Haier and
other well-known companies have been engaged in R&D, production and marketing of
laser TV products, promoting the rapid growth of the market size of laser TV and other

related household products.
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Household laser display products have three unique advantages, which are large size,
eye care and portability. Along with the continuous development of the industry chain, the
costs of core materials and devices will be further lowered and their performance will be
further improved. It is expected that household laser display products will develop toward
lower price, smaller size and better display effect in the next few years, and become
common household products.

1.3 Analysis of the position of the Company in the industry and changes therein

At the beginning of the industrialization of laser display technology, as one of the
leading companies in the field of laser display, Appotronics has mastered core technologies.
We have not only created the fundamental key architecture for laser phosphor display
technology, but also built a proprietary IP protection system through patent layout in China,
the United States, Japan, Europe and other countries.

1.4 Development of new technologies, new industries, new types of operation and new
modes during the reporting period and future trend

(1) Projectors are expanding into the household consumer market at a rapid growth
rate in the market segment

Given the rapid technical advancement and high household demand on large-screen
displays, smart projector devices have become the largest market segment for projector
devices in China on the basis of the rapid increase in sales thanks to their cost effectiveness
and portability compared with large-screen TVs. In the Guidelines for Myopia Prevention
in Children and Adolescents during COVID-19 Epidemic (Updated Version) released by
the National Health Commission, projectors are recommended as the first choice of devices
for use during the teaching sessions. Compared with conventional liquid crystal screens,
some projectors equipped with advanced laser technologies can protect consumers during
long-time online work and study and reduce the harm due to eye fatigue. According to IDC,
it is expected that the projector device market of China will grow at the compound growth
rate of 14% between 2020 and 2024.

(2) The accelerated technical upgrade in the smart mini projector industry leads to a
promising prospect for the application of laser light sources

The projector light sources are gradually evolving from bulbs to semiconductor solid
light sources. The Report of Market Research and Investment Forecast Analysis of China
Projector Industry released by Forward Industry Research Institute revealed the rapid

growth of projectors within the range of 1500-2000 lumens with a rapidly increasing share
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of smart projectors, and the development trend of high-definition, high-brightness, and
smart projects. With respect to market demands, it is expected that projectors within the
range of 1500-2000 lumens will gain increasing shares in projectors, which may further
reducing the survival space of low-brightness projectors. In the future, on the basis of the
development in fundamental hardware technologies such as light sources, lighting
technologies, and lens technologies, the optimization of overall device design, and the
development of software technologies such as smart sensing capabilities and image quality
optimization technologies, the smart projector market will further expand thanks to the
greatly improved display performance and use experience of projector devices, technical
upgrade, and reduced costs.

1.5 The core technology of the Company is the mainstream technical route for the
laser projector industry

With respect to the laser phosphor display technology, the Summary Report on
Chinese Laser Projector Market for 2020Q2 issued by AVC showed that the blue laser +
phosphor powder technology architecture, represented by ALPD®, was still the

mainstream light source technology.

II. Core technologies and progress in R&D of technologies
1. Core technologies and their advancement, and changes during the reporting period

We have been committed in the breakthroughs, innovations, commercialization and
industrialization of laser display technology, and created technology reserves and patent
portfolios covering the whole technology chain of laser display from key system
architecture, core devices to key algorithm. ALPD® technology architecture has been
upgraded to the fourth generation. The performance of each generation of architecture
platform has been improved in an all-round way as compared to the previous generation,
thereby enabling us to maintain the technical and performance advantages in the industry.
As a Leader Level Member of the Laser Illuminated Projector Association (LIPA), we have
participated in and led the preparation of the international laser display standard.

During the reporting period, we have poured substantial R&D resources in the
preparation and processing of thin film materials, micro- & nano- optical structure
technology, light source architecture, dynamic control, complete equipment structure,
machine perception and miniaturization of laser display system. The big data, algorithm
and design solutions accumulated by us over the years will enable us to rapidly develop

products and solutions meeting the requirements of different application scenarios, such as
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cinema projection, home entertainment, outdoor exhibition, ultra large-sized display, and
immersive display.

In addition, we are developing laser display technology with high dynamic contrast
and high dynamic color gamut, battery-powered high-performance mini laser projector
technology and other technologies. Such new technologies have been continuously

validated and will be applied in our future products.

2. R&D achievements during the reporting period
(1) Achievements of product R&D

For software, Fengmi, a controlled subsidiary of the Company, released the FengOS
operating system, which upgraded the experience in page performance by employing the
independently developed browser and core standard components on the basis of the
independently developed Feng Dynamic Page (FDP) technical architecture, hence
enhanced the flexibility in content operation, improved the capability of continuous
delivery in agile operation, and realized more complex interaction functions.

For products, we developed high-, medium-, and low-end laser TV products to cater
for different user demands on the household market. Having the highest brightness of 4,000
lumens, covering the REC.709, DCI, and REC.2020 color gamuts, and with the maximum
color gamut area of 158% NTSC, our products are at the highest level in the industry. In the
business field, we developed the ultra-high bright large venue projector S4K60, which can
reach the highest brightness of 60,000 lumens in the industry; we continuously improved
the performance of ultra short throw business education projector devices on the basis of
the previous generation of light generators and released the 4K resolution ultra short throw
business education device with the brightness improved by 50% and screen size increased
from 100 inch to 150 inch, which further improved the application scope and
competitiveness of the products; and we released economic light sources suitable for
medium- and small-sized cinemas covering the brightness of 5,000 to 25,000 lumens for
screen sizes of 6 meter to 8 meter, which further optimized light source costs while
ensuring the brightness and image quality, hence are more suitable for use in medium- and
small-sized cinemas.

(2) Patent acquisition

By the end of the period, the Company obtained 88 new patents at home and abroad,
including 41 patents for invention granted at home and abroad, and filed 156 new patent

application in and outside of China, including 80 applications for invention patent in and
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outside of China. By the end of the period, we have obtained 996 patents throughout the
world, including 747 domestic patents and 249 foreign patents, had 824 domestic and
foreign patents pending and 259 PCT patents pending, obtained 57 software copyrights,

and owned 608 domestic and foreign trademarks.

3. R&D expenses
Unit: Yuan

R&D expenses expensed in the current 87,295,450.75
period

R&D expenses capitalized in the current -
period

Total R&D expenses 87,295,450.75

Proportion of R&D expenses to operating 12.19
income (%)

Proportion of R&D expenses capitalized -

(%)
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4. R&D projects

\ Applicableo N/A
Unit: Yuan
. Investment in Progress . L
No. Item Es.tlmated total the current Aggregate or Goals Technological Apphcat'lon
nvestment . mnvestment nterim level scenario
period
results

1 Key Enterprise Development of laser The development | Through
Laboratory for phosphor display optical of key laser transformation of
Laser Display in engine, high-performance | display technology | lab R&D results,
Guangdong fluorescent materials and | and devices based | develop multiple
Province 34,000,000.00 | 3.688.412.87 0.913,384.52 Lgbor fluorescent components, on laser phosphor laser.display

trial portable laser display technology takes terminal products,
technology, and laser the lead in the and promote the
display technology with industry. development of
high contrast and high the entire display
color reproduction industry chain.

2 Trichromatic Laser This project will research | This project will This project will
Display Complete the industrialization of the | greatly promote establish a
Equipment technology of RGB the industrial trichromatic laser
Production trichromatic laser with upgrading of display complete
Demonstration Line phosphor to satisfy the trichromatic laser | equipment

market demands for RGB | display production

Labor trichromatic laser display, | technology, and demonstration

102,840,000.00 5,425,895.79 14,829,614.56 trial build a mass production gain international | line.

line for trichromatic laser | competitive edge

display complete for proprietary

equipment, acquire trichromatic laser

proprietary IP, and realize | display

large-scale application of | technology.

trichromatic laser display

products.

3 Core devices 28.850.535.08 | 14.242.356.66 | 14.242.356.66 Lgbor By employing .the fourth Tak.e the lead in Upgrading of light

trial generation of light the industry; the source for
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generator technologies
and making use of the
advantages of the APLD
technology, create a new
generation of high-end but
inexpensive trichromatic
light generator products,

cost effectiveness,
color gamut, light
effect, and other
performance are
greatly improved,
to better satisfy
the demands of

small-sized
cinema projectors,
trichromatic laser
TV and other
fields.

so as to reduce the cost, customers.
improve the color gamut
brightness, hence improve
the cost effectiveness of
cinema light sources.
High-performance New generation of mini Smart mini Household mini
mini projector projector products with projector takes the | projector market.
Labor greatly improved cost lead in the
36,861,102.98 | 11,886,775.48 11,886,775.48 trial effectiveness by industry.
employing a new
generation of platform
display technology.
Laser cinema DCI-compliant overseas The first DCI-compliant
projector small cinema projector proprietary DCI small cinema
Labor meeting overseas compliant projector to
46,686,367.07 | 11,033,536.34 11,033,536.34 trial standards. projector in China | expand the
to cater for overseas market.
demands on the
overseas market.
Laser TV 4K trichromatic laser TV | The 4K 4K household
with a new generation of | trichromatic laser | laser TV
light generator TV equipped with
Labor technologies, with the the FengOS
67,071,461.81 | 23,738,663.45 | 23,738,663.45 trial independently developed | system suitable for

FengOS system, achieves
great improvement in
color gamut, brightness,
cost effectiveness, and

large screens takes
the lead in the
industry.
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ease of use.

7 Other complete High-lumen, large-size, The high-end large | High-end large
equipment (large and wide-color gamut venue projector venue projector,
venue + business large venue projectors and | and business business education
education) business projectors with education projector and

38.415.01829 | 17.279.810.17 | 17.279.810.17 Lgbor highe? brightness'and cost projeptor take the | other fields.
trial effectiveness, which are lead in the
models for expanding the | industry.
high-end market in the
large venue and business
education fields.
Total / 354,724,485.23 | 87,295,450.75 | 102,924,141.18 / / / /
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Remark
o ApplicableN N/A
5. R&D staff
Unit: Yuan Currency: RMB
Basic information
Number of R&D staff (persons) 336
Proportion of R&D staff to total employees of the 30
Company (%)
Total compensation of R&D staff (RMB) 54,917,336.45
Average compensation of R&D staff (RMB) 163,444.45
Education
Academic background Number Proportion (%)
Doctor 24 7.14
Master 77 22.92
Undergraduate 176 52.38
College or below 59 17.56
Total 336 100.00
Age structure
Age Number Proportion (%)
<30 149 44.35
31<X<40 153 45.53
41<X<50 26 7.74
>50 8 2.38
Total 336 100.00

Note: The average compensation of R&D staff shown in the table above was the average compensation
for the first half of 2020.

6. Other information
o Applicable\/ N/A

III. Material changes in the main assets during the reporting period

\ Applicableo N/A
Please see “Section IV Discussion and Analysis of Business Situations - Main business activities during
the reporting period - Analysis of assets and liabilities”.

Wherein, the overseas assets were RMB 409,708,787.31, representing 13.29 of the total assets.

IV. Analysis of core competitiveness during the reporting period
(I) Analysis of core competitiveness

\ Applicableo N/A
1. Advantage in proprietary technologies

Since we invented ALPD® technology, the fundamental key technology architecture
has been gradually formed and improved. On the basis of this technology, we have
established rich product lines, which have a remarkable substitution effect on the traditional
products in cinema, TV, business education, large venue and other fields. ALPD®
technology has become the mainstream technical route for laser display. By relying on
technical innovation rather than consumption of resources, we have realized rapid
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development, continuously improved the performance and cost-performance ratio of our
products, and maintained the competitive advantages in the industry.

2. Sound IP protection system

With our core patents covering laser phosphor display technologies, we have gradually
built up a patent system containing the largest number of patents covering the widest scope
with the highest quality in the industry. With key core patent at the center, we have built a
united whole patent system, and is hard to be simulated or broken by the competitors. In
addition to patented technologies, we also own multiple know-how accumulated including
core algorithms through R&D efforts over the years.

3. Advantage in product performance

Through more than ten years of R&D efforts, our technical advantages have been
given full play in cinema, household, large venue and other fields. Our products show
superior performance in luminance, service life, color gamut, removal of speckle and other
aspects. Through sufficient validation at R&D and quality labs and on-site use for a long
time, all types of our products have become mature. Since its installation in June 2014, the
first set of ALPD® cinema light source has been stably operating for nearly six years. Our
products in other fields have also won trust on the market with their outstanding
performance and reliable quality.

4. Advantage in multiple product series

At present, our ALPD® technology has certain demonstration effect in the field of
laser display, and its application covers professional market and mass market, and high-end
market and low-end market. Our multiple product series can satisfy the demands of various
scenarios. In addition, we have adopted the differential development strategy and upgraded
ALPD® technology from multiple angles to satisfy the demands of different market
segments and applications.

5. Advantage in talents and teams

Our founder and Chairman, Dr. LI Yi, is a well-known expert in the field of laser
display. Our President, Dr. BO Lianming is a well-known leader in the display industry.
Under the leadership of our outstanding management team, we now have a sound corporate
governance system and strong internal controls, and have greatly improved our
management level and risk prevention capability. In addition, we have a group of
high-quality R&D personnel, including a lot of doctors graduated from famous domestic

and foreign universities. Our R&D team has taken the lead in the research of laser display
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technology in the industry. Through the combination of technology and management, we
are able to precisely catch the development trend of the display industry.

6. Advantage in business model

For the To C market, we developed the FengOS system - an open operating system
customized for laser TVs and smart projectors. This system can integrate every smart laser
TV terminal into the content ecology industry chain, hence implementing in-depth
integration of hardware and software by integrating the innovative, concise, and smart
operating system into advanced hardware. The Company also became the only player in the
laser display industry with the capability of manufacturing core devices and complete
equipment and the capability of designing and developing the operating system.

For the cinema projector market, based on our advanced technology and stable
products, we took the lead in releasing the “cinema service mode” for cinema laser light
sources in the industry. Under this mode, a cinema only needs to pay for the duration in use
instead of purchasing a light source. This not only effectively reduced their fund pressure
and maintenance cost, but also protected the cinema from the depreciation of cinema light
sources upon the occurrence of material adverse effects, such as COVID-19. This mode
presents the Company with stable incomes for a long period of time and promotes the rapid
application of the ALPD® technology.

7. Comprehensive capability of product development

In the laser display field, as the core device, the light generator is the most expensive
and most highly technical part in laser display equipment, and is the most critical part in the
complete equipment. With the capability of manufacturing core devices based on our
fundamental key technologies, we have built up the unique advantage in the laser display
industry. Along with the constant upgrade in technologies and products, we have
accumulated precious technologies and experience in system development and key

algorithms, which lead to our comprehensive capability of product development.

(I) Events occurred during the reporting period that have a material effect on the Company’s
core competitiveness, analysis of the effect and countermeasures

0 ApplicableN N/A
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Section IV. Discussion and analysis of business situations

I. Discussion and analysis of business situations

The year 2020 is a year for Appotronics to take our initiative in addressing the crisis
and challenge - the spread of COVID-19 throughout the world caused in-depth impact on
the world, and the complicated international conditions also brought more uncertainties.
Appotronics, as a corporate citizen, is not immune to the condition, especially its cinema
services.

In the past three years, our cinema services increased at the compound growth rate of
83.32%, reaching the income of RMB 398 million in 2019, increased by 30.78% year on
year and accounting for 20.11% in our total incomes at the gross margin rate of 66.01%. As
our business platform of cinema services, the controlled subsidiary CINEAPPO realized the
net profit of RMB 145 million in 2019, but suffered the loss of RMB 34.6384 million from
January to June 2020. During the reporting period, the Company made the provision for
depreciation expenses of RMB 36,60 million for equipment for cinema services, and made
share-based payment of RMB 17.5765 million for implementing incentives of restricted
shares. The performance of the Company declined sharply in the first half year under the
impact of cinema shut-down, equipment depreciation, and share-based payment.

To address this crisis and seize the opportunity of demand recovery, we actively
adjusted our services, improved operation quality, implemented the scheme of “broadening
sources of incomes and reducing expenses”’, improved operating efficiency, reduced
expenses and costs, and responded to the market rapidly to minimize our losses. With the
efforts of all our employees, we realized the operating income of RMB 716 million and the
net profit attributable to shareholders of the listed company of RMB 14.3274 million. On
the background that China Film Administration released the announcement for orderly
reopening of cinemas in July, it is expected that our incomes from cinema services will
recover gradually.

We completed the following main tasks during the reporting period:

1. The operation in the form of business units went on well, and the information-based
corporate operation became more healthy

The Company set up the Large Venue, Education, Overseas, and Household ODM
business units according to the business maturity in October 2019. During the reporting

period, all the business units operated well with improved independent decision-making
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and accelerate market response capabilities; our business expanded via the online channel
by enhancing online promotion, training, and channel certification; we released industrial
standards and solutions to build our position as a professional expert; and proactively took
opportunities of recovery to show the resilience of our business under the impact of
COVID-19. Meanwhile, we intensified informatization efforts. For example, the CRM
system was employed to start sales process management for all To-B business, off-line
customers of To-C business were recorded on the online CRM system, and online business
was connected with e-commerce warehouse to eliminate blind spot in warehouse storage.
In addition, we also initiated information-based budget management and control in all
aspect to improve operating efficiency, making the corporate operation more healthy.

2. Focused on our strategy and business to proactively explore patent operation modes

While making our best efforts to keep the stability of our “fundamental business”, the
management insisted on ensuring the investment in R&D. The R&D expenses of the first
half year were RMB 87 million, accounting for 12.19% of our income. With the continuous
improvement and expansion of the core industrial chain, we further focused on the
development strategy of “core technology + core patent + ecology” and built up a
comprehensive patent protection system on this basis. Through the global patent layout, we
proactively safeguarded our rights in patents and explored patent operation modes to seek
and realize our patent value. On one hand, we protected our investment in R&D by
safeguarding our rights in patents; on the other hand, we realized product innovation
through constant technical upgrade, which result in new patents in an attempt to drive the
development of the entire industry by our leading core devices.

3. The household business realized growth despite the adverse environment, and
FengOS supported service offering by integrating software with hardware

On the background of COVID-19, the household large-screen demands explored,
leading to the rapid development of the content industry and accelerated implementation of
ultra-definition content. Given the rapid development of the smart mini projector industry,
we realized the growth of 59.72% for our smart mini projector business, which effectively
filled up the gap left by the decline in other businesses. During the reporting period, we
released the independently developed FengOS operating system, and opened the FengOS
system for cooperation with large-screen hardware and projector manufacturers. Under the
Pro theme, we also released two hardware products - the 4K laser TV product Cinema Pro

and high-brightness smart projector Vogue Pro. The Cinema Pro product was equipped

24 /234



2020 Semiannual Report

with a brand new ALPD laser light source to improve the brightness by over 40%, while
Vogue Pro was equipped with the FengOS system to achieve more functions and
entertainment options, hence implementing in-depth integration of hardware and the smart
operating system.

4. Incubation of new business was almost completed, which may become a new
growth driver

On the professional cinema application market, the DCI-compliant digital film
projector C5 - the first one in China and the smallest one with the lowest noise on the world
- was put into trial production, and we invested in GDC as expected in the first half year. In
consideration of the post-COVID-19 development of the cinema industry, we will carry out
our layout of the cinema solution business. For the household market, the laser projection
screen product working with laser TVs was almost completed, and our independently
developed flexible anti-ambient light screen with the thickness of 500 micrometer, which
was convenient for installation and transportation, will gradually realize mass production
and sale. The new business is taking shape after the efforts for three years, and is expected
to become a new growth driver in the future.

5. New product series was released to enrich the product portfolio

During the reporting period, we released new products to cater for more consumer
scenarios. In the education field, we continuously improved the performance of ultra short
throw business education projector devices on the basis of the previous generation of light
generators and released the 4K resolution ultra short throw business education projectors
with the brightness improved by 50% and screen size increased from 100 inch to 150 inch,
which further improved the application scope and competitiveness of the products. In the
household field, we developed high-, medium-, and low-end laser TV products to cater for
different user demands on the household market. Having the highest brightness of 4,000
lumens, covering the REC.709, DCI, and REC.2020 color gamuts, and with the maximum
color gamut area of 158% NTSC, our products are at the highest level in the industry. For
cinemas, we successfully developed the economic light source suitable for medium- and
small-sized cinemas, which further optimized light source costs while ensuring the
brightness and image quality, hence are more suitable for use in medium- and small-sized

cinemas.
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II. Risk factors

\ Applicableo N/A
Risk of the technology R&D falling short of expectations

The core of our development is technical innovation. If we fail to effectively judge the
direction of technical innovations, or to make continuous technical innovations, or to make
effective R&D investments due to limited funds, or to successfully commercialize the
technologies developed by us, our core competitiveness in technical innovation may be
impaired, and we may encounter technological risks in future development.

Risk of unsustainability of rapid growth driven by the mode of cooperation

We adopt the business strategy of joint venture and cooperation, which combines the
advantages and resources of all partners. If our technical and product innovations slow
down and cannot satisfy the market demands, or our innovation capability decreases
continuously as a result of which our products are surpassed by our competitors, such
cooperation may bring lower benefits, or become unable to drive our rapid growth or
unable to continue.

Risks related to tax benefits and government grants

During the reporting period, we have received certain VAT reduction and government
grants pursuant to the applicable policies of the country. Generally, along with the growth
of our operating performance, though the effect of tax benefits and government grants on
our current net profit decreases, and our operating results do not rely on tax benefits and
government grants, such tax benefits and government grants still have certain effect on our
operating results. The decrease in our revenue from tax benefits and government grants
may affect our profit.

Risk related to the management of light source

In our light source service, we enter into an agreement with a customer, pursuant to
which, we charge a service fee on the customer based on the duration of use of the light
source, while the customer uses the light source and pays fees therefor, and is responsible
for the day-to-day safekeeping and maintenance of the light source and damages thereto,
but we do not collect any deposit or other similar fees for the light source. The cinemas will
use their best endeavors to maintain the light source in good condition in order to ensure
normal projection of films and continuity of their business operation. However, we still
face the risk of impairment of assets due to damage or loss of light source caused by

improper safekeeping on the part of the cinemas. In particular, due to the effect of the
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outbreak of Covid-19, most cinemas have closed down. If such situation persists, some
cinemas may go bankrupt, as a result of which our assets may face additional risks.

Risk of business development on the overseas market

As the outbreak of Covid-19 has not been effectively put under control in the world,
the stagnation of economic activities abroad will have certain effect on our export, the
business development of Cinionic and GDC on the overseas market, and the operation and
marketing of our subsidiaries in Hong Kong and the United States. If the COVID-19 is out
of control throughout the world for a long period of time, or the intense international
condition persists, the Company faces risks of failing to meet its expectation of the
expansion speed of overseas business.

Risk related to the supply of important raw materials

The key components of our products include laser devices, chips and lenses, which are
mainly purchased from some key suppliers of the United States and Japan. If such suppliers
significantly change the prices for such components, or are unable to supply such
components in a timely manner with both quality and quantity guaranteed, or fall into
difficulties in operation, or are unable to supply such components in a normal manner due
to trade dispute between the relevant countries, COVID-19 or any other reason, it may have
an adverse effect on our production and operation.

Risk of impairment of inventories

Our inventories mainly comprise raw materials and goods in stock. As of the end of
the reporting period, the carrying amount of our inventories was RMB 403 million. If any
significant change in the competition pattern of the industry, material innovation in laser
display technology and products or the change in the macro environment results in a large
quantity of unsalable products, the recoverable amount of the inventories will be lower than
their carrying amount. The impairment of inventories will have a negative effect on our
earnings.

Risk of IP litigation

IP protection and management includes protection of our proprietary and core
technologies, and prevention of infringement on third-party IP. On the one hand, the
process of patent application often lasts a long time and requires continuous and huge
investment. If any proprietary IP in the process of patent application is infringed by any
third party, it may have an adverse effect on our production and operation. On the other

hand, due to the increasingly fierce competition in the industry, many manufacturers wish
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to gain competitive advantages through developing core laser phosphor display technology.
If we fail to effectively prevent infringement on our proprietary IP, or inadvertently
infringe on any IP of others during the development of products, we may face IP litigations
or disputes, which may have an adverse effect on our business development and financial
condition.

Risk of increasingly fierce market competition

Laser display is a new and thriving field in the display device industry. A lot of
international and domestic companies have entered the field, further heating up the market
competition. If we cannot maintain our competitive advantages in technology, product, cost,
service and other areas, or the competitors combine their advantages and resources through
acquisition and merger, or the top technology companies in the world increase their
investment in the field of laser display, we may face the risks of decrease in the amount or
growth rate of operating income, gross margin, profitability and market share.

Risk of macro-environment

Thanks to the high efficiency and quick response of the Chinese government,
COVID-19 was under proper control in China, and cinemas reopened gradually from July
20. However, COVID-19 is still very serious throughout the rest of the world. In addition,
the deterioration of the relationship between China and the United States created more
uncertainty in the global economy. If the global economic declines continuously, resulting
in less consumer demands, our product lines will be affected to different degrees.

Risk of loss on external investments

We attempt to expand our scale of operation through merger, acquisition or otherwise

according to the development situation of the industry, to continuously improve our overall
competitiveness. If the environments or policies in respect of the industry in which the
investee operates undergo any material change, or the technological level of the investee
falls short of our expectation, or the operating performance of the investee decreases
sharply due to poor management, the returns on investment in the investee may fall short of
expectation and we may need to recognize an impairment loss on the long-term equity
investment. If we fail to achieve a synergy effect through acquisition of the investee, our

strategic plan may be unable to be implemented as scheduled.

II1. Main business activities during the reporting period

Please refer to “I. Discussion and analysis of business situations” in this section for details.
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(I) Analysis of main business

1 Analysis of changes in the lines of financial statements

Unit: Yuan Currency: RMB

Item Amount of the current | Amount of the prior
. . % Change
period period

Operating income 716,025,207.34 853,356,964.84 -16.09
Operating costs 529,787,789.94 511,757,903.12 3.52
Sales expenses 50,833,894.50 60,585,489.84 -16.10
Administration expenses 77,813,657.09 58,777,738.22 32.39
Financial expenses 8,037,691.04 17,357,639.69 -53.69
R&D expenses 87,295,450.75 89,309,489.80 -2.26
Net cash flow from operating 63,006,061.80 -14,543,413.52 N/A
activities

Net cash flows from investment 92,315,802.97 -18,809.408.04 N/A
activities

Net cash flows from financing -115,291,912.69 79,108,521.49 24574
activities

Description of reasons for changes in the operating income: The decrease in the operating
income by 16.09% year on year was primarily due to the shut—down of cinemas under the
impact of COVID-19, leading to the decrease of the Company’ s cinema light source services
and sales; meanwhile, the decrease in demand both in and outside of China under the impact
of COVID-19 also affected the expansion of large venue, business education, and other
To—B operations.

Description of reasons for changes in the sales expenses: The decrease in the sales
expenses by 16.10% year on year was primarily due to the intensified expense control
implemented by the Company under the impact of COVID-19, which reduced the expenditures
in remuneration, travel expenses, and entertainment expenses relating to sales personnel,
and the marketing and advertising expenses.

Description of reasons for changes in the administration expenses: The increase in the
administrative expenses by 32.39% year on year was primarily due to the increase in
share-based payment and service fees relating to litigations during the period
Description of reasons for changes in the financial expenses: The decrease in the
financial expenses by 53. 69% year on year was primarily due to the reduction of long—term
loans of the Company and the reduced capital costs

Description of reasons for changes in the R&D expenses: The R&D expenses decreased by
2.26% year on year, which were almost same as the prior period. The main reasons were
the stable R&D team and slightly increased depreciation and amortization, which were set
off by the slight decrease in material consumed in R&D and third-party service and test
during the period

Description of reasons for changes in the net cash flows from operating activities: The
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increase in the net cash flows from operation activities was primarily due to the increased
settlement by using notes, which reduced the needs of cash payment for procurement, and
the decrease in taxes paid given the decline in the overall income and profit.
Description of reasons for changes in the net cash flows from investment activities: The
change was primarily caused by the buy—back of financial products and differences in
redemption amounts during the period.

Description of reasons for changes in the net cash flows from financing activities: The
net cash flows from financing activities changed from net inflows to net outflows, which
was primarily due to the reduction of new loans year on year because the Company gradually

reduced long—term loans bearing high interest rates.

2  Others
(1) Detailed description of major changes in the profit composition or profit sources of the Company
o ApplicableN N/A

(2) Others
o Applicable\/ N/A

(I1) Explanation about material change in profit due to non-main business
o ApplicableV N/A
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(ITII) Analysis of assets and liabilities
\ Applicableo N/A
1. Status of assets and liabilities

Unit: Yuan
V)
Balance at the end % of total assets | Balance at the end as/;e(‘g ;(:ttalie
Item . at the end of the | of the prior period ) % Change Remark
of the period . end of the prior
period last year .
period last year
Cash and bank 799,447 665.39 23.66 597897 380.65 2372 39,50 Primarily due to the increase in the
balances S ) oo ) ) working capital of the Company
Held—fpr—tradmg 495.,000,000.00 16.06 N/A Primarily due to the purchase of wealth
financial assets management products by the Company
Primarily due to the implementation of
Contract assets 3,914,909.70 0.13 N/A | new standard on incomes, which lead to
changes in the items presented
Other current 35,547,978.31 1.15 64,705,623.81 2.93 -45.06 | Primarily due to the decrease in the input
assets VAT to be deducted
Primarily due to the investment in GDC
Long-term equity 268.154.993.87 2.70 134.030.375.31 6.08 100.07 and adjustment of gains/losses on
investments T ’ AR ’ ’ long-term equity investment recognized
during this period
Primarily due to the increase in the
Construction  in 30.992 866.46 101 19.921.502.98 0.90 5557 investment for the construction in
progress o ’ e ’ ’ progress of the headquarters building of
Appotronics during this period
Lone-term 14,996,204.71 0.49 Primarily due to the increase in
& 4,288,337.27 0.19 249.70 | decoration expenses of newly leased
prepaid expenses .
properties
Short-term 115,636,028.30 375 | 242,000,000.00 10.98 _5p.9p | Primarily - due to the decrease of
borrowings T ) T ) ) short-term borrowings of the Company
Primarily due to the increase in payment
Notes payable 126,525,026.22 4.10 31,926,388.58 1.45 296.30 | by bank's acceptance bills for
procurement during this period

31/234




2020 Semiannual Report

Primarily due to the implementation of

Contract liabilities 19,442,085.20 0.63 N/A | new standard on incomes, which lead to
changes in the items presented
Emplovee bencfits Primarily due to the decrease in the
POy 16,524,638.79 0.54 33,990,627.07 1.54 -51.38 | number of staff during the period, leading
payable .
to reduced bonuses and remuneration
Primarily due to the decreased payment
Taxes payable 8,453,167.47 0.27 29,022,599.44 1.32 _70.87 | OF enterprise income tax for the previous
year and the decline in taxes payable in
the current period
Primarily the land-transferring fees not
Other payables 42,106,615.24 1.37 187,575,802.83 8.51 -77.55 | paid by the end of the prior period last
year
Non-current Primarily due to the increase in the
liabilities due 144,769,488.72 4.70 91,354,110.00 4.14 58.47 | long-term borrowings due within one
within one year year
Other current Primarily due to the implementation of
e 1,667,826.54 0.05 N/A | new standard on incomes, and the taxes
liabilities . A
corresponding to contract liabilities
Lone-term Primarily due to the transfer of long-term
g-te 79,892,744.86 2.59 322,571,733.30 14.63 -75.23 | borrowings to non-current liabilities due
borrowings s
within one year
Primarily due to the provision of “three
Provisions 33,664,528.96 1.09 13,936,139.89 0.63 141.56 | guarantee” service expenses that have not

be actually incurred

No other description.
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2. Encumbrances on assets as of the end of the reporting period

\ Applicablen N/A
Item Amount Reason
Other cash and bank balances - 23,151,615.78 | Security deposit for notes and
security deposit letters of credit
Bank deposits - frozen funds 20,000,000.00 | Funds frozen in connection with
litigations

Note: As of the date of this report, among the frozen funds stated above, RMB 20 million has been
released.

3. Other information
o ApplicableN N/A

(IV) Analysis of investments
1. Overall analysis of external equity investments

\ Applicableo N/A
At the end of the reporting period, the Company holds the long-term equity investment of RMB

268.1550 million, RMB 128.6206 million more than the opening amount, which is primarily due to the
additional investment in GDC Technology Limited (British Virgin Islands).

(1) Material equity investments

\ Applicablen N/A
In the twentieth session of the First Board of Directors held on December 6, 2019, the Proposal on

Proposed Additional Capital Contribution to the Wholly-owned Subsidiary and Foreign Investments in
GDC was discussed and approved, according to which it was agreed to make additional capital
contribution of USD 18.2 million to the Company’s wholly-owned subsidiary APPOTRONICS HONG
KONG LIMITED for acquisition of 36% shares of GDC Technology Limited (British Virgin Islands).
Please refer to the Announcement No. 2019-029 issued by the Company on www.sse.com.cn and the
designated media for information disclosure on December 7, 2019. In March 2020, the Company
completed the approval and filing procedures for overseas investments by National Development and
Reform Commission and Ministry of Commerce. After meeting the precedent closing conditions of this
acquisition, on April 9, 2020, the Company paid the total consideration of approximately USD 18.11
million by its own funds. During the reporting period, the Company holds 36% equity interests in GDC,
namely, 93,071,822 shares of GDC.

According to the report from KPMG, the net after-tax profit after deduction of non-operating
gains/losses realized by GDC in 2019 exceeded the promised performance covenant, hence completed

the performance covenant for 2019.

(2) Material non-equity investments
0 ApplicableV N/A

(3) Financial assets at fair value
\ Applicableo N/A
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As of June 30, 2020, the balance of held-for-trading financial assets was RMB 495,000,000.00,

which was structured deposits; the balance of investment in other equity instruments was RMB

11,975,419.38, which was investment in equity instruments not held for trading. The change in fair value

of such financial assets was RMB 0 in the reporting period.

(V) Sale of material assets and equities

0 ApplicableN N/A

(VI) Analysis of major investees

\ Applicableo N/A
Unit: In RMB 0°000 RMB
Shareho
Comp Main business Regls.tered lding Total assets Net assets Qperatmg Net profit
any capital percenta income
ge

Provision of
CINE | cinema laser light |5 500 09 | 55.20% 89,516.04 | 34,032.98 |  7,852.89 |  -3,463.84
APPO | source service and

sales of projectors
Feng R&D and sz}le of
mi household display 5,000.00 | 55.00% 43,183.20 -3,907.37 39,633.59 -1,041.86

products
Appot | R&D and sale of 100.00
ronics | laser light source 16,357.75 '% 40,989.21 35,550.59 7,300.72 -300.61
HK
(VID) Structured entities controlled by the Company
0 ApplicableN N/A

IV. Other disclosures

(1) Warning of the estimate that the accumulated net profits from the beginning of the year to the
end of the next reporting period will be negative or will change significantly comparing with the
same period of the previous year, and description

\ Applicablen N/A
Due to the impact of this epidemic, businesses in the movie industry where the Company's cinema

light source service belongs have also suspended, causing the Company stops its cinema service

business. Meanwhile, the shrink of consumption demand as the result of the macro environment has also

affected the Company's other businesses to a certain extent. As GDC invested by the Company belongs

to the cinema projection equipment industry, it is also affected by the discontinued operation of cinemas,

so that it may fail to achieve the expected results, which will increase the Company’s external

investment risks. Therefore, the Company is exposed to the risk that the Company's performance from

the beginning of the year to the end of the next reporting period will be lower than that of the same

period of the previous year.

(1) Other disclosures
o ApplicableN N/A
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Section V. Significant Matters

I. General meetings of shareholders held

Ref luti .
eference to resolutions Date of disclosure of

Session Date of meeting published on the resolutions
designated website
Annual general meeting | May 22, 2020 WWW.sse.com.cn May 23, 2020

of shareholders in 2019

Explanation about the general meetings of shareholders
o ApplicableV N/A

II. Proposals for profit distribution and capitalization of the capital reserve

(I) Profit distribution proposal or proposal for capitalization of capital reserve during the
reporting period

Whether to implement profit distribution or No
capitalization of capital reserve

Number of bonus shares distributed per 10 shares 0
Cash dividends distributed per 10 shares (inclusive 0
of tax)

Number of shares distributed out of the capital 0
reserve

Description of the proposal for profit distribution on ordinary shares and capitalization of the capital

1réserve

None

III. Fulfillment of covenants

(I) Covenants made by the actual controller, shareholders, affiliates and acquirer of the
Company, the Company itself and other related parties during the reporting period or the
outstanding covenants made by them in the prior periods

\ Applicablen N/A
Whether | Wheth Reason Action
R for .
there’sa | er the . plan if
. failure to o
time covena fulfill failing
Backgrou Covenant Covena | Validity | limit for | nthas the to
nd of Type Covenantor nt period of the been covenant fulfill
covenant yP Content | covenant | fulfillme | strictly . the
on time
nt of the | fulfille (if covena
covenan | don aoplicabl nt on
t time P pe) time
Restrictio | Covenant Note 1 | 36 months | Yes Yes N/A N/A
n on the by the after
sale of controlling completio
Covenant | shares shareholder n of the
relating to regarding IPO and
IPO restriction the
on the sale extended
of shares period
held by stated
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him, below
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues
Restrictio | Covenant Note 2 | 36 months | Yes Yes N/A N/A
n on the by the after
sale of actual completio
shares controller n of the
regarding IPO and
restriction the
on the sale extended
of shares period
held by stated
him, below,
Covenant voluntary and 6
relating to lock-up of months
IPO such after
shares, terminatio
extension n of
of lock-up employm
period, ent with
intention to the
hold and Company
dispose of
shares and
other
issues
Restrictio | Covenant Note 3 | 36 months | Yes Yes N/A N/A
n on the by the after
sale of concert completio
shares parties of n of the
the actual IPO and
controller the
regarding extended
restriction period
on the sale stated
Covenant
relating to of shares below
PO held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
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hold and
dispose of
shares and
other
issues

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by the
directors
regarding
restriction
on the sale
of shares
held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

Note 4

12 months
after
completio
n of the
IPO and
the
extended
period
stated
below

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by the
supervisors
regarding
restriction
on the sale
of shares
held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

Note 5

12 months
after
completio
n of the
1PO

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by HU Fei,
as a senior
officer and
member of
key
technical
staff,

Note 6

12 months
after
completio
n of the
IPO and
the
extended
period

Yes

Yes

N/A

N/A
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regarding stated
restriction below,
on the sale and 6
of shares months
held by after
him, terminatio
voluntary n of
lock-up of employm
such ent with
shares, the
extension Company
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues
Restrictio | Covenant Note 7 | 12 months | Yes Yes N/A N/A
n on the by the after
sale of senior completio
shares officers n of the
BO IPO and
Lianming, the
WU Bin, extended
LI Lu, period
ZHAO stated
Ruijin and below
XIAO
Yangjian
regarding
restriction
Covenant on the sale
relating to of shares
IPO held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues
Restrictio | Covenant Note 8 | 12 months | Yes Yes N/A N/A
n on the by the key after
Covenant | sale of technical completio
relating to | shares staff YU n of the
IPO Xin, WU IPO and
Xiliang, listing of
WANG stock and
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Lin and
GUO
Zuqgiang
regarding
restriction
on the sale
of shares
held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

the
extended
period
stated
below

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by the
holders of
more than
5% shares
regarding
restriction
on the sale
of shares
held by
them,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

Note 9

12 months
after
completio
n of the
IPO and
listing of
stock

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by the
other
shareholder
s regarding
restriction
on the sale
of shares
held by
them,
voluntary

Note 10

12 months
after
completio
n of the
IPO and
listing of
stock

Yes

Yes

N/A

N/A
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lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

Covenant
relating to
IPO

Restrictio
n on the
sale of
shares

Covenant
by the
senior
officers
and key
employees
participatin
g in the
strategic
allotment,
LI Yi, BO
Lianming,
WU Bin,
LI Lu,
GAO
Lijing,
CHEN
Xuxiang,
LAI
Yongsai
and GAO
Xiaohong,
regarding
restriction
on the sale
of shares
held by
him,
voluntary
lock-up of
such
shares,
extension
of lock-up
period,
intention to
hold and
dispose of
shares and
other
issues

Note 11

At least
12 months
after
completio
n of the
IPO and
listing of
stock

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Others

Issuer’s
plan for
stabilizing
the

Note 12

36 months
after
completio
n of the

Yes

Yes

N/A

N/A
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Company’s
stock price
and
covenant
regarding
share
repurchase
measures
within
three years
after the
listing

IPO and
listing of
stock

Covenant
relating to
IPO

Others

Controlling
shareholder
and the
actual
controller’s
plan for
stabilizing
the
Company’s
stock price
and
covenant
regarding
share
repurchase
measures
within
three years
after the
listing

Note 13

36 months
after
completio
n of the
IPO and
listing of
stock

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Others

Directors
and senior
officers’
plan for
stabilizing
the
Company’s
stock price
and
covenant
regarding
share
repurchase
measures
within
three years
after the
listing

Note 14

36 months
after
completio
n of the
IPO and
listing of
stock

Yes

Yes

N/A

N/A

Covenant
relating to
IPO

Others

Issuer’s
covenant
regarding
measures
against
fraud in
IPO

Note 15

Permanen
t

No

Yes

N/A

N/A
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Others Controlling | Note 16 | Permanen | No Yes N/A N/A
shareholder t
, actual
controller
and their
Covenant concert
relating to parties’
PO covenant
regarding
measures
against
fraud in
IPO

Others Directors, Note 17 | Permanen | No Yes N/A N/A
supervisors t
and senior
officers’
covenant
regarding
measures
against
fraud in
IPO

Covenant
relating to
IPO

Others Issuer’s Note 18 | Permanen | No Yes N/A N/A
covenant t
regarding
Covenant remedial
relating to measures
IPO for diluted
earnings in
the current
period

Others Controlling | Note 19 | Permanen | No Yes N/A N/A
shareholder t
, actual
controller
and their
concert
Covenant parties’
relating to covenant
IPO regarding
remedial
measures
for diluted
earnings in
the current
period

Others Directors, Note 20 | Term of No Yes N/A N/A
supervisors office
and senior
officers’
covenant
regarding
remedial
measures
for diluted
earnings in

Covenant
relating to
IPO
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the current
period

Others Issuer’s Note 21 | Permanen | No Yes N/A N/A
covenant t
regarding
profit
distribution
policy

Covenant
relating to
IPO

Others Issuer’s Note 22 | Permanen | No Yes N/A N/A
covenant t
regarding
restraint
measures
Covenant and
relating to liability for
IPO compensati
on in the
event of
failure to
fulfill its
covenants

Others Controlling | Note 23 | Permanen | No Yes N/A N/A
shareholder t
, actual
controller
and their
concert
parties’
covenant
Covenant regarding
relating to restraint
IPO measures
and
liability for
compensati
on in the
event of
failure to
fulfill their
covenants

Others Directors, Note 24 | Term of No Yes N/A N/A
supervisors office
and senior
officers’
covenant
regarding
restraint
measures
and
liability for
compensati
on in the
event of
failure to
fulfill their
covenants

Covenant
relating to
IPO

Covenant | Resolve Controlling | Note 25 | Permanen | No Yes N/A N/A

43 /234




2020 Semiannual Report

relating to
IPO

horizontal
competitio
n issues

shareholder
’s covenant
on
avoiding
horizontal
competitio
n and
regulating
and
reducing
related-part
y .
transaction
S

Resolve
related-pa
rty
transactio
n issues

Actual
controller’s
covenant
on
avoiding
horizontal
competitio
n and
regulating
and
reducing
related-part
y .
transaction
S

Note 26

Permanen
t

No

Yes

N/A

N/A

Covenant
related to
share
incentives

Others

Covenant
by the
grantee of
share
incentives
regarding
informatio
n
disclosure
documents

Note 27

Permanen
t

No

Yes

N/A

N/A

Others

Company’s
covenant
on
refraining
from
providing
financial
assistance

Note 28

Permanen
t

No

Yes

N/A

N/A

Note 1:

Appotronics Holdings, as the controlling shareholder of the Company, hereby covenants that:
“1. With respect to the shares directly or indirectly held by us in the Company, we undertake:

(1) within 36 months after completion of the IPO and the extended period stated below (“Lock-up

Period”), not to transfer or appoint any other person to manage the shares held by us in the Company
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directly or indirectly issued prior to the TPO of the Company (“Pre-IPO Shares”), or to request the
Company to repurchase such Pre-IPO Shares; and

(2) to comply with the applicable laws and regulations, the Rules Governing the Listing of Stocks on the
Sci-tech Innovation Board of the Shanghai Stock Exchange and other business rules of the Shanghai
Stock Exchange regarding share transfer by the controlling shareholder and the actual controller of a
listed company.

The foregoing covenants shall not apply to any transfer to any person who controls, is controlled by or is
under common control with the transferor within 12 months after completion of the IPO.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20
consecutive trading days within six months after completion of the IPO, or on the date that is six months
after completion of the IPO, the Lock-up Period for the shares held by us in the Company shall be
extended by an additional six months after the expiration of the initial Lock-up Period.

3. After the expiration of the Lock-up Period, if we dispose of any shares held by us in the Company, we
will do so in strict accordance with the applicable laws, rules, regulations and normative documents,
through call auction on the secondary market, private transfer, allotment, block trade or otherwise.

4. After the expiration of restriction on the sale of shares, if we dispose of any Pre-IPO Shares, we will
ensure that the Company continues to operate stably. If we transfer our control over the Company, we
will ensure that such transfer is conducted on an arm’s length basis, without prejudice to the legitimate
rights and interests of the Company and other shareholders. We are free from the following
circumstances upon the transfer of our control over the Company:

(1) any illegal occupation by us of the funds of the Company;

(2) any obligation owed by me to the Company’s debt or any outstanding guarantee offered by the
Company for me;

(3) any outstanding covenant made by us to the Company or any other shareholder; or

(4) any other circumstance on our part that has a material adverse effect on the interests of the Company
or the minority shareholders.

5. If we dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve or rights issue by the Company during the
period from the date of listing of the Company’s stock to the date of such disposal pursuant to the
applicable rules of the Shanghai Stock Exchange. If we dispose of any Pre-IPO Shares two years after
the expiration of the Lock-up Period, the selling price shall be determined according to the market price
of the Company’s stock then.

6. We will strictly comply with the applicable laws, rules, regulations and normative documents, and
regulatory requirements, and will not dispose of any shares held by us in the Company during the
Lock-up Period. After the expiration of the Lock-up Period, we will formulate the share disposal plan in

a prudent manner, and dispose of the shares at such time as we deem fit in our sole discretion, taking
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into consideration the situations of the stock market, movement of the Company’s stock price, and the
relevant public information, subject to the applicable laws, rules, regulations and normative documents.
7. If we dispose of any shares held by us in the Company within two years after the expiration of the
Lock-up Period, we will do so in accordance with the provisions of the China Securities Regulatory
Commission and the Shanghai Stock Exchange regarding disposal of shares by a shareholder and the
relevant information disclosure.

8. If the Company meets the criteria for delisting due to any serious violation as set forth below, we will
not dispose of any shares held by us in the Company from the date that the relevant administration
penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

9. We will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of a shareholder.

10. We will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection
therewith.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 2:

LI Yi, as the actual controller of the Company, hereby undertakes:

“1. With respect to the shares directly or indirectly held by me in the Company, I undertake:

(1) within 36 months after completion of the IPO and the extended period stated below, and 6 months
after termination of my employment with the Company (“Lock-up Period”), not to transfer or appoint
any other person to manage the shares held by me in the Company directly or indirectly issued prior to
the IPO of the Company (“Pre-IPO Shares”), or to request the Company to repurchase such Pre-IPO
Shares;

The foregoing covenants shall not apply to any transfer to any person who controls, is controlled by or is
under common control with the transferor within 12 months after completion of the IPO;

(2) within four years after the expiration of restriction on the sale of Pre-IPO shares, not to transfer more
than 25% of the total Pre-IPO Shares held by me in aggregate every year;

(3) so long as I remain a director of the Company, not to transfer more than 25% of the total shares held

by me in the Company;
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(4) within half a year after I retire from my post as director of the Company, not to transfer any shares
held by me in the Company; and

(5) to comply with the applicable laws and regulations, the Rules Governing the Listing of Stocks on the
Sci-tech Innovation Board of the Shanghai Stock Exchange and other business rules of the Shanghai
Stock Exchange regarding share transfer by the actual controller, directors or key technical staff of a
listed company.

I will comply with foregoing covenants notwithstanding any change in my shareholding in the Company
due to any equity distribution made by the Company or otherwise.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20
consecutive trading days within six months after completion of the IPO, or on the date that is six months
after completion of the IPO, the Lock-up Period for the shares held by me in the Company shall be
extended by an additional six months after the expiration of the initial Lock-up Period.

3. After the expiration of the Lock-up Period, if I dispose of any shares held by me in the Company, I
will do so in strict accordance with the applicable laws, rules, regulations and normative documents,
through call auction on the secondary market, private transfer, allotment, block trade or otherwise.

4. After the expiration of restriction on the sale of shares, if I dispose of any Pre-IPO Shares, I will
ensure that the Company continues to operate stably. If I transfer my control over the Company, I will
ensure that such transfer is conducted on an arm’s length basis, without prejudice to the legitimate rights
and interests of the Company and other shareholders. I am free from the following circumstances upon
the transfer of my control over the Company:

(1) any illegal occupation by us of the funds of the Company;

(2) any obligation owed by me to the Company’s debt or any outstanding guarantee offered by the
Company for me;

(3) any outstanding covenant made by us to the Company or any other shareholder; or

(4) any other circumstance on our part that has a material adverse effect on the interests of the Company
or the minority shareholders.

5. If I dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve or rights issue by the Company during the
period from the date of listing of the Company’s stock to the date of such disposal pursuant to the
applicable rules of the Shanghai Stock Exchange. If we dispose of any Pre-IPO Shares two years after
the expiration of the Lock-up Period, the selling price shall be determined according to the market price
of the Company’s stock then.

6. I will strictly comply with the applicable laws, rules, regulations and normative documents, and
regulatory requirements, and will not dispose of any shares held by me in the Company during the
Lock-up Period. After the expiration of the Lock-up Period, I will formulate the share disposal plan in a

prudent manner, and dispose of the shares at such time as we deem fit in our sole discretion, taking into
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consideration the situations of the stock market, movement of the Company’s stock price, and the
relevant public information, subject to the applicable laws, rules, regulations and normative documents.
7. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company).

8. If I dispose of any shares held by me in the Company within two years after the expiration of the
Lock-up Period, I will do so in accordance with the provisions of the China Securities Regulatory
Commission and the Shanghai Stock Exchange regarding disposal of shares by the actual controller,
directors or key technical staff and the relevant information disclosure.

9. If the Company meets the criteria for delisting due to any serious violation as set forth below, I will
not dispose of any shares held by me in the Company from the date that the relevant administration
penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

10. I will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of the actual controller, directors and key technical staff.

11. I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection
therewith.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 3:

Each of the concert parties of the actual controller of the Company hereby covenants that:

“1. With respect to the shares directly or indirectly held by us in the Company, we undertake:

(1) within 36 months after completion of the IPO and the extended period stated below (“Lock-up
Period”), not to transfer or appoint any other person to manage the shares held by us in the Company
directly or indirectly issued prior to the IPO of the Company (“Pre-IPO Shares”), or to request the
Company to repurchase such Pre-IPO Shares; and

(2) to comply with the applicable laws and regulations, the Rules Governing the Listing of Stocks on the
Sci-tech Innovation Board of the Shanghai Stock Exchange and other business rules of the Shanghai
Stock Exchange regarding share transfer by the controlling shareholder and the actual controller of a

listed company.
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The foregoing covenants shall not apply to any transfer to any person who controls, is controlled by or is
under common control with the transferor within 12 months after completion of the IPO.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20
consecutive trading days within six months after completion of the IPO, or on the date that is six months
after completion of the IPO, the Lock-up Period for the shares held by us in the Company shall be
extended by an additional six months after the expiration of the initial Lock-up Period.

3. After the expiration of the Lock-up Period, if we dispose of any shares held by us in the Company, we
will do so in strict accordance with the applicable laws, rules, regulations and normative documents,
through call auction on the secondary market, private transfer, allotment, block trade or otherwise.

4. If we dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve or rights issue by the Company during the
period from the date of listing of the Company’s stock to the date of such disposal pursuant to the
applicable rules of the Shanghai Stock Exchange. If we dispose of any Pre-IPO Shares two years after
the expiration of the Lock-up Period, the selling price shall be determined according to the market price
of the Company’s stock then.

5. We will strictly comply with the applicable laws, rules, regulations and normative documents, and
regulatory requirements, and will not dispose of any shares held by us in the Company during the
Lock-up Period. After the expiration of the Lock-up Period, we will formulate the share disposal plan in
a prudent manner, and dispose of the shares at such time as we deem fit in our sole discretion, taking
into consideration the situations of the stock market, movement of the Company’s stock price, and the
relevant public information, subject to the applicable laws, rules, regulations and normative documents.
6. If we dispose of any shares held by us in the Company within two years after the expiration of the
Lock-up Period, we will do so in accordance with the provisions of the China Securities Regulatory
Commission and the Shanghai Stock Exchange regarding disposal of shares by a shareholder and the
relevant information disclosure.

7. If the Company meets the criteria for delisting due to any serious violation as set forth below, we will
not dispose of any shares held by us in the Company from the date that the relevant administration
penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

8. We will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect

regarding the duties and obligations of a shareholder.
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9. We will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection
therewith.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 4:

Each director of the Company, who is also a shareholder, hereby covenants that:

“1. With respect to the shares directly or indirectly held by me in the Company, within 12 months after
completion of the IPO and the extended period stated below (“Lock-up Period”), I will not transfer or
appoint any other person to manage the shares held by me in the Company directly or indirectly issued
prior to the IPO of the Company (“Pre-IPO Shares”), or request the Company to repurchase such
Pre-IPO Shares.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20
consecutive trading days within six months after completion of the IPO, or on the date that is six months
after completion of the IPO, the Lock-up Period for the shares held by me in the Company shall be
extended by an additional six months after the expiration of the initial Lock-up Period.

3. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company).

4. If I dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve, issuance of new shares or rights issue by
the Company during the period from the date of listing of the Company’s stock to the date of such
disposal pursuant to the applicable rules of the Shanghai Stock Exchange. If the Company has
distributed any dividends or bonus shares, capitalized the capital reserve or made any rights issue during
the period from the date of listing of the Company’s stock to the date of such disposal, the minimum
selling price and number of shares salable shall be adjusted accordingly.

5. If I retire from my post as director of the Company prior to the expiration of my term of office, I will
comply with the following restrictive provisions:

(1) so long as I remain a director of the Company, I will not transfer more than 25% of the total shares
held by me in the Company; and

(2) within half a year after I retire from my post as director of the Company, I will not transfer any
shares held by me in the Company.

I will comply with foregoing covenants notwithstanding any change in my shareholding in the Company
due to any equity distribution made by the Company or otherwise.

6. If the Company meets the criteria for delisting due to any serious violation as set forth below, I will
not dispose of any shares held by me in the Company from the date that the relevant administration

penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:
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(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

7. I will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect.
8. If I acquire any additional shares of the Company or become eligible to sell any shares held by me in
the Company, I will strictly comply with, and cooperate with the Company to comply with, all
applicable information disclosure provisions and requirements regarding the dealings in the Company’s
shares.

I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection
therewith. If I fail to perform my duties and obligations under the covenants set forth above, I will
indemnify the Company and other shareholders or stakeholders of the Company for the losses arising
therefrom according to law, and surrender my gains from illegal disposal of the Company’s shares (if

any) to the Company. ”

Note S:

Each supervisor of the Company, who is also a shareholder, hereby covenants that:

“1. With respect to the shares directly or indirectly held by me in the Company, within 12 months after
completion of the IPO (“Lock-up Period”), I will not transfer or appoint any other person to manage the
shares held by me in the Company directly or indirectly issued prior to the [PO of the Company
(“Pre-IPO Shares”), or request the Company to repurchase such Pre-IPO Shares.

2. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company).

3. If I retire from my post as supervisor of the Company prior to the expiration of my term of office, I
will comply with the following restrictive provisions:

(1) so long as I remain a supervisor of the Company, I will not transfer more than 25% of the total shares
held by me in the Company; and

(2) within half a year after I retire from my post as supervisor of the Company, I will not transfer any
shares held by me in the Company.

I will comply with foregoing covenants notwithstanding any change in my shareholding in the Company
due to any equity distribution made by the Company or otherwise.

4. If the Company meets the criteria for delisting due to any serious violation as set forth below, I will
not dispose of any shares held by me in the Company from the date that the relevant administration

penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

51/234



2020 Semiannual Report

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

5. T will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of a supervisor.

6. If I acquire any additional shares of the Company or become eligible to sell any shares held by me in
the Company, I will strictly comply with, and cooperate with the Company to comply with, all
applicable information disclosure provisions and requirements regarding the dealings in the Company’s
shares.

7. I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”

Note 6:

HU Fei, as the deputy general manager and member of key technical staff of the Company, hereby
covenants that:

“1. With respect to the shares directly or indirectly held by me in the Company, I undertake:

(1) within 12 months after listing of the Company’s stock and the extended period stated below, and 6
months after termination of my employment with the Company (“Lock-up Period”), not to transfer or
appoint any other person to manage the shares held by me in the Company directly or indirectly issued
prior to the IPO of the Company (“Pre-IPO Shares™), or to request the Company to repurchase such
Pre-IPO Shares;

(2) within four years after the expiration of restriction on the sale of Pre-IPO shares, not to transfer more
than 25% of the total Pre-IPO Shares held by me in aggregate every year;

(3) so long as I remain a senior officer of the Company, not to transfer more than 25% of the total shares
held by me in the Company;

(4) within half a year after I retire from my post as senior officer of the Company, not to transfer any
shares held by me in the Company; and

(5) to comply with the applicable laws and regulations, the Rules Governing the Listing of Stocks on the
Sci-tech Innovation Board of the Shanghai Stock Exchange and other business rules of the Shanghai
Stock Exchange.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20
consecutive trading days within six months after completion of the IPO, or on the date that is six months
after completion of the IPO, the Lock-up Period for the shares held by me in the Company shall be

extended by an additional six months after the expiration of the initial Lock-up Period.
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3. If I dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve, issuance of new shares or rights issue by
the Company during the period from the date of listing of the Company’s stock to the date of such
disposal pursuant to the applicable rules of the Shanghai Stock Exchange. If the Company has
distributed any dividends or bonus shares, capitalized the capital reserve or made any rights issue during
the period from the date of listing of the Company’s stock to the date of such disposal, the minimum
selling price and number of shares salable shall be adjusted accordingly.

4. If the Company meets the criteria for delisting due to any serious violation as set forth below, I will
not dispose of any shares held by me in the Company from the date that the relevant administration
penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

5. T will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect.
6. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company). If I acquire any additional
shares of the Company or become eligible to sell any shares held by me in the Company, I will strictly
comply with, and cooperate with the Company to comply with, all applicable information disclosure
provisions and requirements regarding the dealings in the Company’s shares.

7. I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”

Note 7:

Each of the senior officers of the Company other than HU Fei, who is also a shareholder, hereby
covenants that:

“1. With respect to the shares directly or indirectly held by me in the Company, within 12 months after
completion of the IPO and the extended period stated below (“Lock-up Period”), I will not transfer or
appoint any other person to manage the shares held by me in the Company directly or indirectly issued
prior to the IPO of the Company (“Pre-IPO Shares™), or request the Company to repurchase such
Pre-IPO Shares.

2. If the closing price of the Company’s stock has been lower than the offering price of the IPO for 20

consecutive trading days within six months after completion of the IPO, or on the date that is six months

53/234



2020 Semiannual Report

after completion of the IPO, the Lock-up Period for the shares held by me in the Company shall be
extended by an additional six months after the expiration of the initial Lock-up Period.

3. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company).

4. If I dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve, issuance of new shares or rights issue by
the Company during the period from the date of listing of the Company’s stock to the date of such
disposal pursuant to the applicable rules of the Shanghai Stock Exchange. If the Company has
distributed any dividends or bonus shares, capitalized the capital reserve or made any rights issue during
the period from the date of listing of the Company’s stock to the date of such disposal, the minimum
selling price and number of shares salable shall be adjusted accordingly.

5. If I retire from my post as senior officer of the Company prior to the expiration of my term of office, I
will comply with the following restrictive provisions:

(1) so long as I remain a director of the Company, I will not transfer more than 25% of the total shares
held by me in the Company; and

(2) within half a year after I retire from my post as director of the Company, I will not transfer any
shares held by me in the Company.

I will comply with foregoing covenants notwithstanding any change in my shareholding in the Company
due to any equity distribution made by the Company or otherwise.

6. If the Company meets the criteria for delisting due to any serious violation as set forth below, I will
not dispose of any shares held by me in the Company from the date that the relevant administration
penalty or judicial judgment is imposed or made, till the date of delisting of the Company’s stock:

(1) where the Company has committed fraud in IPO, seriously violated the laws regarding information
disclosure or otherwise seriously disrupted the order of stock market, as a result of which its listing
status is seriously undermined; or

(2) where the Company has seriously violated the laws regarding national security, public security,
ecological security, production safety or public health, and such violation is of a serious nature, has
seriously damaged the national interest or public interest, or seriously undermined its listing status.

7. I will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect.
8. If I acquire any additional shares of the Company or become eligible to sell any shares held by me in
the Company, I will strictly comply with, and cooperate with the Company to comply with, all
applicable information disclosure provisions and requirements regarding the dealings in the Company’s
shares.

9. I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”
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Note 8:

Each of the members of key technical staff of the Company other than LI Yi and HU Fei, who is also a
shareholder, hereby covenants that:

“1. Within 12 months after completion of the IPO and listing of stock (“the IPO”) and the extended
period stated below (“Lock-up Period”), I will not transfer or appoint any other person to manage the
shares held by me in the Company directly or indirectly issued prior to the IPO of the Company
(“Pre-IPO Shares”), or request the Company to repurchase such Pre-IPO Shares.

2. Within four years after the expiration of the Lock-up Period, I will not transfer more than 25% of the
total Pre-IPO Shares held by me in aggregate every year. If the Company has distributed any dividends
or bonus shares, capitalized the capital reserve or made any rights issue during such period, the number
of shares salable shall be adjusted accordingly.

3. During my employment with the Company, I will truthfully report the shares held by me in the
Company and changes therein to the Company on a regular basis (other than changes arising from any
dividend distribution or capitalization of the capital reserve by the Company). If I acquire any additional
shares of the Company or become eligible to sell any shares held by me in the Company, I will strictly
comply with, and cooperate with the Company to comply with, all applicable information disclosure
provisions and requirements regarding the dealings in the Company’s shares.

4. I will strictly comply with the applicable laws and regulations, the Rules Governing the Listing of
Stocks on the Sci-tech Innovation Board of the Shanghai Stock Exchange and other business rules of the
Shanghai Stock Exchange, and the Articles of Association of Appotronics Corporation Limited in effect.
5. I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”

Note 9:

Each of the holders of more than 5% of the shares of the issuer hereby covenants that:

“1. With respect to the shares directly or indirectly held by us in the Company, within 12 months after
completion of the IPO (“Lock-up Period”), we will not transfer or appoint any other person to manage
the shares held by us in the Company directly or indirectly issued prior to the IPO of the Company
(“Pre-IPO Shares”), or request the Company to repurchase such Pre-IPO Shares.

2. After the expiration of the Lock-up Period, if we dispose of any shares held by me/us in the Company,
we will do so in strict accordance with the applicable laws, rules, regulations and normative documents,
through call auction on the secondary market, private transfer, allotment, block trade or otherwise.

3. If we dispose of any Pre-IPO Shares within two years after the expiration of the Lock-up Period, the
selling price shall not be lower than the offering price of the IPO, as adjusted for any distribution of
dividends or bonus shares, capitalization of the capital reserve or rights issue by the Company during the
period from the date of listing of the Company’s stock to the date of such disposal pursuant to the
applicable rules of the Shanghai Stock Exchange. If we dispose of any Pre-IPO Shares two years after
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the expiration of the Lock-up Period, the selling price shall be determined according to the market price
of the Company’s stock then.

4. We will strictly comply with the applicable laws, rules, regulations and normative documents, and
regulatory requirements, and will not dispose of any shares held by us in the Company during the
Lock-up Period. After the expiration of the Lock-up Period, we will formulate the share disposal plan in
a prudent manner, and dispose of the shares at such time as we deem fit in our sole discretion, taking
into consideration the situations of the stock market, movement of the Company’s stock price, and the
public information, subject to the releavnt laws, rules, regulations and normative documents.

5. If we dispose of any shares held by us in the Company within two years after the expiration of the
Lock-up Period, we will do so in accordance with the provisions of the China Securities Regulatory
Commission and the Shanghai Stock Exchange regarding disposal of shares by a shareholder and the
relevant information disclosure.

6. We will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of a shareholder.

We will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”

Note 10:

Each of the other corporate shareholders hereby covenants that:

“1. With respect to the shares directly or indirectly held by us in the Company, within 12 months after
completion of the IPO (“Lock-up Period”), we will not transfer or appoint any other person to manage
the shares held by us in the Company directly or indirectly issued prior to the IPO of the Company
(“Pre-IPO Shares”), or request the Company to repurchase such Pre-IPO Shares.

2. We will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of a shareholder.

3. If we acquire any additional shares of the Company or become eligible to sell any shares held by us in
the Company, we will strictly comply with, and cooperate with the Company to comply with, all
applicable information disclosure provisions and requirements regarding the dealings in the Company’s
shares.

We will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection
therewith. ”

Each of the other natural-person shareholders hereby covenants that:

“1. With respect to the shares directly or indirectly held by me in the Company, within 12 months after
completion of the IPO (“Lock-up Period”), I will not transfer or appoint any other person to manage the
shares held by me in the Company directly or indirectly issued prior to the IPO of the Company
(“Pre-IPO Shares”), or request the Company to repurchase such Pre-IPO Shares.
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2. I will strictly comply with the provisions and requirements of the applicable laws, rules, regulations
and normative documents, and the Articles of Association of Appotronics Corporation Limited in effect
regarding the duties and obligations of a shareholder.

3. If T acquire any additional shares of the Company or become eligible to sell any shares held by me in
the Company, I will strictly comply with, and cooperate with the Company to comply with, all
applicable information disclosure provisions and requirements regarding the dealings in the Company’s
shares.

I will faithfully fulfill the covenants set forth above and assume the legal liabilities in connection

therewith. ”

Note 11:

Each of the senior officers and key employees participating in the strategic allotment, namely LI Yi, BO
Lianming, WU Bin, LI Lu, GAO Lijing, CHEN Xuxiang, LAI Yongsai and GAO Xiaohong, hereby
covenants that:

“1. I am the actual holder of the asset management plan, and have not participated in the strategic
allotment on behalf of any other investor or appointed any other investor to participate in the strategic
allotment on my behalf;

2. I use my own funds to participate in the strategic allotment;

3. I believe in the long-term investment value of the Company, and agree with the asset management
plan to subscribe for the shares available to it through the strategic allotment at such offering price as
finally determined;

4. I agree to accept such number of shares available through the strategic allotment as finally determined
by the issuer and the lead underwriter, subject to the number/amount of share that the asset management
plan undertakes to subscribe for;

5. I will not participate in the online or off-line offering in connection with the IPO of the Company;

6. I will hold the shares acquired through the strategic allotment for a period of not less than 12 months,
calculated from the date of listing of the shares publically offered this time;

7. I will not transfer any shares held by me under the asset management plan during the Lock-up Period
in any manner;

8. There isn’t any illegal benefit transfer between me and the Company or any other stakeholder.

Note 12:

The issuer hereby covenants:

“I. Conditions for triggering and stopping the stock price stabilization measures

(I) Condition for triggering the measures

If, within 36 months after completion of the [PO and listing of the Company’s RMB-denominated
ordinary shares (A-shares) on the STAR Market (“IPO”), the closing price of the Company’s stock has

been lower than its most recently audited net assets per share (as adjusted for any distribution of
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dividends or bonus shares, capitalization of the capital reserve, issuance of new shares or rights issue by
the Company) for 20 consecutive trading days (“Trigger Condition” or “Trigger Condition for
Stabilization of Stock Price”), except for any event of force majeure, the Company and the related
persons shall take the following measures to stabilize the Company’s stock price subject to the
provisions of the China Securities Regulatory Commission (“CSRC”) and the Shanghai Stock Exchange
(“SSE”) regarding share repurchase, acquisition of additional shares and information disclosure and
other applicable provisions:

(1) repurchase of shares by the Company;

(2) acquisition of additional shares of the Company by the controlling shareholder and the actual
controller;

(3) acquisition of additional shares of the Company by the directors and senior officers;

(4) other measures permitted by the applicable laws, rules, regulations and normative documents, and
the CSRC and the SSE.

If the Company intends to repurchase shares upon satisfaction of the Trigger Condition, the Company
shall hold a meeting of the Board of Directors within 10 days and a general meeting of shareholders
within 30 days, to review the specific proposal for stabilizing the stock price and the period for
implementing such proposal, and implement such proposal within five trading days after the same has
been approved by the general meeting of shareholders.

(2) Condition for stopping the measures

If, prior to or during the implementation of the stock price stabilization measures, the closing price of the
Company’s stock has been higher than its most recently audited net assets per share for 20 consecutive
trading days, the Company shall stop the stock price stabilization measures to the extent permitted by the
applicable laws, rules, regulations and normative documents.

After the stock price stabilization measures have been completed or stopped, if the Trigger Condition is
satisfied again, the Company shall implement the stock price stabilization plan again.

II. Measures for stabilizing the stock price of the Company

Upon satisfaction of the Trigger Condition, the Company and its controlling shareholder, actual
controller, directors and senior officers shall promptly take all or part of the following measures to
stabilize the stock price of the Company:

(I) Repurchase of shares by the Company

1. Any share repurchase by the Company for purpose of stabilizing its stock price shall comply with the
Contract Law of the People’s Republic of China, the Securities Law of the People’s Republic of China,
the Administrative Measures for Repurchase by the Listed Companies of their Public Shares (Tentative),
the Supplementary Provisions on Repurchase by the Listed Companies of their Public Shares through
Call Auction, the Opinion on Supporting Repurchase by the Listed Companies of their Public Shares,
the Rules of the Shanghai Stock Exchange for Implementation of Share Repurchase by the Listed

Companies, and other applicable laws, rules, regulations and normative documents.
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2. Any share repurchase by the Company for purpose of stabilizing its stock price shall meet the
following conditions:

(1) the Company’s stock has been listed for at least one year;

(2) after the completion of such share repurchase, the Company shall be solvent and have the ability to
continue as a going concern;

(3) after the completion of such share repurchase, the shareholding structure of Company shall continue
to meet the listing conditions; and

(4) such other conditions as may be set forth by the CSRC.

If the Company repurchases shares for purpose of stabilizing its stock price and reduces its registered
capital accordingly, the Company may do so even if its stock has been listed for less than one year.

3. The share repurchase proposal requires the approval of the shareholders representing more than two
thirds of the total votes present at the general meeting of shareholders. The controlling shareholder and
the actual controller of the Company undertake to vote for such share repurchase proposal.

4. The general meeting of shareholders may authorize the Board of Directors to decide on the share
repurchase proposal, provided that the relevant resolution of the general meeting of sharecholders shall
specify the specific powers delegated to the Board of Directors and the delegation period. The resolution
of the Board of Directors on the share repurchase proposal requires the approval of more than two thirds
of the directors present at the meeting of the Board of Directors. The non-independent directors of the
Company undertake to vote for the share repurchase proposal (to the extent that they have the voting
power).

5. After the share repurchase proposal has been approved by the general meeting of shareholders, the
Company shall notify its creditors and submit the relevant documents and go through the applicable
approval or filing procedures with the CSRC, the SSE and other competent authorities according to law, ,
and may implement the share repurchase proposal only after the applicable approval, filing, information
disclosure and other procedures have been completed. If the share repurchase proposal fails to be
approved by the general meeting of shareholders, the Company shall procure the controlling shareholder
and the actual controller to perform their obligations to acquire additional shares of the Company as
promised by them.

6. In addition to the requirements of the applicable laws, rules, regulations and normative documents,
any share repurchase by the Company for purpose of stabilizing its stock price shall also comply with
the following provisions:

(1) the Company shall repurchase its shares on the secondary market through call auction or tender offer;
(2) the total amount used by the Company in the share repurchase shall not exceed 80% of its IPO net
proceeds;

(3) the total number of shares repurchased by the Company within 12 consecutive months shall not
exceed 2% of the total shares of the Company as of the end of the preceding year; and

(4) the total amount used by the Company under a share repurchase plan shall not be lower than 5% and

not be more than 10% of its audited net profit attributable to the shareholders of the parent company for
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the preceding accounting year, or such other higher ratio may be applied as approved by the Board of
Directors;

In case of any conflict between the provisions of Paragraph (3) and Paragraph (4) above, Paragraph (3)
shall prevail.

(5) the Company may use its own funds, proceeds from issuance of preferred shares or bonds, the excess
funds raised through issuance of ordinary shares beyond what is actually required, the surplus funds of
the projects in which the funds raised invest, the funds raised that have been permanently applied to
replenish working capital according to law, loans from financial institutions and other legal funds to
repurchase its shares.

7. The Board of Directors of the Company shall pay close attention to the Company’s capital position,
solvency and ability to continue as a going concern, draw up and implement the share repurchase plan
prudently, and ensure that the number and amount of the shares repurchased are appropriate for the
actual financial condition of the Company.

The Company shall establish sound and effective internal controls in respect of share repurchase, draw
up the detailed operation plans, prevent insider trading and other unfair transactions, and shall not
manipulate its stock price or make any illegal benefit transfer to any of its directors, supervisors, senior
officers, controlling shareholder or actual controller through any share repurchase.

(IT) Acquisition of additional shares of the Company by the controlling shareholder and the actual
controller

1. Upon satisfaction of the Trigger Condition, if the Company is unable to make share repurchase, the
controlling shareholder and the actual controller shall acquire additional shares of the Company, subject
to the Administrative Measures for the Acquisition of the Listed Companies and other applicable laws,
rules, regulations and normative documents, provided that such transaction will not cause the
shareholding structure of Company to cease to meet the listing conditions and/or trigger obligation to
make a tender offer by the controlling shareholder.

2. Subject to Paragraph 1 above, the controlling shareholder and the actual controller of the Company
shall, within 10 trading days after satisfaction of the Trigger Condition, notify the Company in writing of
their plan to acquire additional shares, which shall specify, among others, the scope of number of shares
to be acquired, upper limit of the purchase price and time limit for such acquisition. The Company shall
announce such plan within 3 trading days prior to the implementation of such plan.

3. The controlling shareholder and the actual controller shall acquire additional shares of the Company
on the secondary market through call auction or otherwise legally.

4. The stock price stabilization plan implemented by the controlling shareholder and the actual controller
shall also comply with the following provisions:

(1) the amount used by the controlling shareholder and the actual controller in the acquisition of
additional shares under a single plan shall not be lower than 20% of the aggregate cash dividends (after

tax) received by them from the Company after the listing of the Company;
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(2) the total amount used by the controlling shareholder and the actual controller in the acquisition of
additional shares under a single plan or within 12 consecutive months shall not exceed 50% of the
aggregate cash dividends (after tax) received by them from the Company after the listing of the
Company;

(3) the total number of additional shares acquired by the controlling shareholder and the actual controller
under a single plan shall not exceed 2% of the total shares of the Company; and

(4) the purchase price paid by the controlling shareholder and the actual controller for the additional
shares shall not exceed 100% of the most recently audited net assets per share of the Company.

In case of any conflict between the provisions of Paragraph (1) and Paragraph (3) above, Paragraph (3)
shall prevail.

5. The controlling shareholder and the actual controller shall be jointly and severally liable for such
acquisition of additional shares.

(IIT) Acquisition of additional shares of the Company by the directors and senior officers

1. Upon satisfaction of the Trigger Condition, if the Company is unable to make share repurchase, and
the controlling shareholder and the actual controller are unable to acquire additional shares of the
Company, or fail to put forward or implement the plan to acquire additional shares of the Company, the
directors and senior officers shall acquire additional shares of the Company, subject to the
Administrative Measures for the Acquisition of the Listed Companies, the Management Rules for
Shareholding by Directors, Supervisors and Senior Officers of Listed Companies in the Companies and
Changes in such Shareholding and other applicable laws, rules, regulations and normative documents,
provided that such transaction will not cause the shareholding structure of Company to cease to meet the
listing conditions.

2. Subject to Paragraph 1 above, the directors and senior officers of the Company shall, within 10
trading days after satisfaction of the Trigger Condition, notify the Company in writing of their plan to
acquire additional shares, which shall specify, among others, the scope of number of shares to be
acquired, upper limit of the purchase price and time limit for such acquisition. The Company shall
announce such plan within 3 trading days prior to the implementation of such plan.

3. The stock price stabilization plan implemented by the directors and senior officers shall also comply
with the following provisions:

(1) the amount used by any director or senior officer in the acquisition of additional shares under a single
plan shall not be lower than 20% of the aggregate cash dividends, remunerations and subsidies (in each
case, if any and after tax) received by such director or senior officer from the Company in the preceding
year;

(2) the total amount used by any director or senior officer in the acquisition of additional shares under a
single plan or within 12 consecutive months shall not exceed 50% of the aggregate cash dividends,
remunerations and subsidies (in each case, if any and after tax) received by such director or senior

officer from the Company in the preceding year; and
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(3) the purchase price paid by the directors and senior officers for the additional shares shall not exceed
100% of the most recently audited net assets per share of the Company.

4. The Company shall request each new director or senior officer appointed within three years after
completion of the IPO to sign a letter of undertaking, warranting that he will fulfill the covenants made
by the existing directors and senior officers in the IPO.

(IV) Other measures permitted by the applicable laws, rules, regulations and normative documents, and
the CSRC and the SSE

The Company and the related persons may take one or more measures to stabilize the Company’s stock
price according to the situations of the Company and the market, provided that such measures shall be
taken for purpose of safeguarding the listing status of the Company and protecting the interests of the
Company and the investors, and comply with the applicable laws, rules, regulations and normative
documents, and the relevant provisions of the SSE, and shall perform the relevant obligation of
information disclosure.

III. Restraint mechanisms for stock price stabilization plan

Upon satisfaction of the Trigger Condition, if the Company or any controlling shareholder, actual
controller, director or senior officer fails to take the stock price stabilization measures stated above, the
Company and such person shall be bound by the following restraint mechanisms:

1. The Company or such controlling shareholder, actual controller, director or senior officer (as
applicable) shall publicly explain the reason for failure to take the stock price stabilization measures to
the general meeting of shareholders of the Company and on the media for information disclosure
designated by the CSRC, and apologize to the shareholders of the Company and the investors, and the
Company shall assume the relevant legal liabilities.

2. If any controlling shareholder, actual controller, director or senior officer fails to fulfill his covenant
regarding acquisition of additional shares, the issuer may defer the payment of cash dividends (if any)
for the year in which the obligation to acquire additional shares is triggered and the following year and
50% of the total remuneration and subsidies for such year payable to him, and prohibit him from
transferring the shares held by him in the Company, until he has taken and completed the relevant stock
price stabilization measures.

3. The Company shall remind and procure the directors and senior officers newly appointed in the future
to fulfill the covenants made by the existing directors and senior officers in the IPO regarding the stock
price stabilization measures.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares) on the STAR Market. ”

Note 13:
Appotronics Holdings, as the controlling shareholder of the Company, hereby covenants that:
“We will seriously perform our duties in accordance with the requirements of the Plan of Appotronics

Corporation Limited on Stabilizing the Stock Price of the Company if the Stock Price is Lower than the
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Net Assets per Share of the Company within Three Years after Completion of the IPO and Listing of the
Company’s RMB-denominated Ordinary Shares (A-shares) on the STAR Market, and ensure the
implementation of the Plan through the restraint mechanisms set forth therein, to maintain the stability of
the Company’s stock price and protect the interests of the investors.

We will actively support the Company in repurchasing shares according to law, and will not engage in
any abuse of rights, insider trading, market manipulation or other illegal acts to the detriment of the
interests of the Company and other shareholders in connection with the share repurchase by the
Company.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

LI Yi, as the actual controller of the Company, hereby covenants that:

“I will seriously perform my duties in accordance with the requirements of the Plan of Appotronics
Corporation Limited on Stabilizing the Stock Price of the Company if the Stock Price is Lower than the
Net Assets per Share of the Company within Three Years after Completion of the IPO and Listing of the
Company’s RMB-denominated Ordinary Shares (A-shares) on the STAR Market, and ensure the
implementation of the Plan through the restraint mechanisms set forth therein, to maintain the stability of
the Company’s stock price and protect the interests of the investors.

I will actively support the Company in repurchasing shares according to law, and will not engage in any
abuse of rights, insider trading, market manipulation or other illegal acts to the detriment of the interests
of the Company and other shareholders in connection with the share repurchase by the Company. I will
be honest, keep my promise, be assiduous in my duties, and safeguard the interests of the Company and
the legitimate rights and interests of the shareholders and creditors of the Company in the share
repurchase by the Company. I covenant that the share repurchase by the Company will not prejudice the
Company’s solvency and ability to continue as a going concern.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the

Company’s RMB-denominated ordinary shares (A-shares). ”

Note 14:

Each of the directors and senior officers of the Company hereby covenants that:

“I will seriously perform my duties in accordance with the requirements of the Plan of Appotronics
Corporation Limited on Stabilizing the Stock Price of the Company if the Stock Price is Lower than the
Net Assets per Share of the Company within Three Years after Completion of the IPO and Listing of the
Company’s RMB-denominated Ordinary Shares (A-shares) on the STAR Market, and ensure the
implementation of the Plan through the restraint mechanisms set forth therein, to maintain the stability of
the Company’s stock price and protect the interests of the investors.

I will be honest, keep my promise, be assiduous in my duties, and safeguard the interests of the

Company and the legitimate rights and interests of the shareholders and creditors of the Company in the
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share repurchase by the Company. I covenant that the share repurchase by the Company will not
prejudice the Company’s solvency and ability to continue as a going concern.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 15:

The issuer hereby covenants:

“1. If the competent securities regulatory authority or any other competent authority finds that the
Company’s IPO prospectus contains any misrepresentation or misleading statement or omits any
material fact, which has a material and substantial effect on the determination of whether the Company
meets the conditions for IPO and listing set forth in the applicable laws, regulations and normative
documents, the Company undertakes to take the following measures to repurchase all new shares issued
in the [PO according to law:

(1) subject to the applicable laws, regulations and normative documents, if such event occurs after
completion of the IPO but prior to the listing of the new shares of the Company, within 30 working days
after the competent securities regulatory authority or any other competent authority makes the relevant
decision, the Company shall repurchase all new shares issued in the [PO from the investors who have
successfully subscribed for the new shares on line and the investors who have received the new shares
allotted off the line at the offering price plus interest at the bank deposit rate for the same period; and
(2) subject to the applicable laws, regulations and normative documents, if such event occurs after
completion of the IPO and the listing of the new shares of the Company, within 5 working days after the
competent securities regulatory authority or any other competent authority makes the relevant decision,
the Company shall prepare a share repurchase plan and submit the same to the general meeting of
shareholders for approval, and after the plan has been approved by the general meeting of shareholders,
repurchase all new shares issued in the IPO to the extent practicable. The repurchase price shall be
determined on the basis of the offering price, taking into account the relevant market factors. If the
Company has distributed any dividends or bonus shares, capitalized the capital reserve or made any
rights issue after the listing of the Company, the price and number of shares repurchased shall be
adjusted accordingly.

2. If the Company’s IPO prospectus contains any misrepresentation or misleading statement or omits
any material fact, the Company shall indemnify the investors for the losses incurred in dealings in the
stock of the Company resulting therefrom in the following manner according to law: after the competent
securities regulatory authority has found that the Company violated the law and issued an official
decision on administrative penalty, the Company shall arrange for registration of the investors who
claim compensation from the Company, and after verifying their qualifications and amount of losses,

pay compensation to such investors in a timely manner. ”’

Note 16:
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The controlling shareholder Appotronics Holdings, the actual controller LI Yi and their concert parties
hereby covenant that:

“The Company’s IPO prospectus is free from any misrepresentation, misleading statement or material
omission. If the prospectus contains any misrepresentation or misleading statement or omits any material
fact, which has been found to have a material and substantial effect on the determination of whether the
Company meets the conditions for IPO set forth in the applicable laws, we/l and the related persons will
promptly put forward proposals for compensation and conduct share repurchase according to law, vote
for such proposals at the meeting of the Board of Directors or general meeting of shareholders, and
indemnify the investors for the losses incurred in dealings in the stock of the Company resulting
therefrom according to law.

Procedures for compensation and criteria for determining the losses suffered by the investors: Within 20
working days after the competent securities regulatory authority or any other competent authority finds
that the Company’s IPO prospectus contains any misrepresentation or misleading statement or omits any
material fact, the procedures for compensating the losses of the investors shall be commenced. The
losses of the investors shall be determined through consultation with the investors, or in such manner as

required by the competent securities regulatory authority or judicial authority. ”

Note 17:

Each of the directors, supervisors and senior officers of the Company hereby covenants that:

“The Company’s IPO prospectus is free from any misrepresentation, misleading statement or material
omission. If the prospectus contains any misrepresentation or misleading statement or omits any material
fact, I will indemnify the investors for the losses incurred in dealings in the stock of the Company
resulting therefrom according to law.

Procedures for compensation and criteria for determining the losses suffered by the investors: Within 20
working days after the competent securities regulatory authority or any other competent authority finds
that the Company’s IPO prospectus contains any misrepresentation or misleading statement or omits any
material fact, the procedures for compensating the losses of the investors shall be commenced. The
losses of the investors shall be determined through consultation with the investors, or in such manner as

required by the competent securities regulatory authority or judicial authority. ”

Note 18:

The issuer’s covenant regarding remedial measures for diluted earnings in the current period:

“(I) Focus on technology R&D and product innovations, and continuously improve the IP protection
system

The Company will focus on technology R&D and product innovations relying on its technology R&D
capabilities. Since its establishment, the Company has obtained a lot of domestic and foreign patents in
respect of laser display and related fields. In the future, the Company will continue to consolidate and

enhance its market competitive advantages through conforming to the development law of the industry,
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increasing R&D investments, improving product functions and quality, optimizing product portfolio and
other measures. In addition, the Company will continue to improve its IP protection system, apply for
patents in respect of its core technologies throughout the world, reasonably use legal means to protect its
proprietary IP, and promote the establishment of industrial technical standards and the harmonious and
healthy development of the laser display industry.

(IT) Enhance the building of marketing system and improve profitability

The Company will, based on the current marketing system, give full play to the advantages of the
multi-level and all-round marketing mode combining online sales with off-line sales, agent mode with
direct sale mode, and sales on the domestic market with exploitation of overseas market, to expand the
market layout, and continuously optimize the sales service system and enhance brand influence relying
on the advantages of technologies and products, to realize synchronous and sound development of the
base and quality of customers. In addition, the Company will actively cultivate and develop overseas
market, promote its laser display products with proprietary IP in the world based on its leading
technologies and outstanding products, and giving full play to the synergy effect with its strategic
partners, to realize the continuous growth of sales and improvement of profitability.

(IIT) Enhance internal controls and team building of talents, and improve management and operational
efficiency in an all-round way

The Company has established relatively sound internal controls and management system, and will
continue to improve its management and operation level, revise and improve internal controls, control
management and operating risks, and ensure the continuous and effective implementation of internal
controls. In addition, the Company will enhance the building of IT system and budget management,
control costs and expenses meticulously, improve the use efficiency of funds, and realize reduction of
costs and improvement of efficiency. The Company will also continuously improve the compensation
and incentive mechanisms, recruit outstanding talents, motivate the employees to the maximum extent,
and give full play to the employees’ creative power and maximize their potentials. Through such
measures, the Company will improve its management and operational efficiency in an all-round way,
and realize long-term, steady and healthy development.

(IV) Enhance management over the funds raised and strive to yield the desired results as soon as
practicable

The projects in which the funds raised will invest orient on the main business of the Company and
comply with the applicable industrial policies of the country, and after being completed, will improve
the Company’s technological level, increase its production scale and market share, and improve its
profitability, core competitiveness and sustainability.

After completion of the IPO, the Company will strictly manage the use and ensure the full and efficient
use of the funds raised in accordance with the Company Law, the Securities Law, the Rules Governing
the Listing of Stocks on the Sci-tech Innovation Board of the Shanghai Stock Exchange, the
Administrative Measures of the Shanghai Stock Exchange for Fund-raising by the Listed Companies,

and other applicable laws, rules, regulations and normative documents, and the Measures of Appotronics
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Corporation Limited for Management and Use of Funds Raised. In addition, the Company will,
according to the use and amount of the offering proceeds as promised, actively push forward the
building and implementation of the relevant projects, and have the projects yield the desired results as
soon as practicable, to safeguard the interests of all shareholders of the Company.

After receipt of the offering proceeds, the Company will actively push forward the investment in and
building of the relevant projects, and fully mobilize R&D, procurement, production, sales,
administrative and other resources of the Company, to promptly and efficiently complete the projects. In
addition, the Company will ensure the availability of the relevant personnel, provide thorough and
comprehensive skill trainings to new employees, and through active market exploitation and sound
communications with the customers, ensure that the products of the newly built projects will be launched
on the market successfully. Through these all-round measures, the Company will procure the relevant
investment projects to reach the designed production capacity and yield the desired results as soon as
practicable.

(V) Improve the profit distribution policy and enhance the mechanism of returns to investors

The general meeting of shareholders of the Company has adopted the Articles of Association of
Appotronics Corporation Limited (draft) for the IPO, which further specifies and improves the
Company’s profit distribution principles and approaches, the respective conditions and proportion of
cash dividends and stock dividends, and improves the Company’s decision-making procedures and
mechanisms with respect to profit distribution, and decision-making procedures for the adjustment of the
profit distribution policy.

In addition, the Company has formulated the Plan of Appotronics Corporation Limited on the
Shareholder Returns within Three Years after Completion of the IPO and Listing of the Company’s
Shares on the STAR Market, to make specific arrangements for profit distribution within three years
after completion of the IPO. The Company will maintain the consistency and stability of its profit
distribution policy, attach importance to the reasonable returns to investors, enhance the protection of the
investors’ rights and interests, and take into account both the overall interest of all shareholders and the
sustainable development of the Company.

The Company reminds the investors to be aware that the remedial measures for diluted earnings stated
above do not mean any warranty made by the Company as to its earnings in the future. After being
approved by the general meeting of shareholders of the Company, this proposal will take effect from the
date of completion of the IPO and listing of the Company’s RMB-denominated ordinary shares
(A-shares) on the STAR Market.

(VI) Covenants of the directors and senior officers regarding the serious implementation of the remedial
measures for diluted earnings of the Company

Pursuant to the relevant provisions of the CSRC, each of the directors and senior officers of the
Company hereby covenants as follows with respect to the remedial measures for diluted earnings of the

Company:
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1. Not to transfer benefits to any other entity or individual without compensation or on unfair terms, or
otherwise damage the interest of the Company;

2. To exercise self-discipline in consumption in performing his duties;

3. Not to use the assets of the Company to engage in any investment or consumption activities not in
connection with his duties;

4. To link the compensation system adopted by the Board of Directors or the Compensation Committee
with the implementation of the Company’s remedial measures for diluted earnings in the current period;
5. If the Company implements any share incentive plan in the future, to link the conditions to exercise
rights under such share incentive plan with the implementation of the Company’s remedial measures for
diluted earnings in the current period; and

6. To indemnify the Company or shareholders of the Company for the losses arising from any breach of
or refusal to fulfill the covenants by him according to law.

(VII) Controlling shareholder, actual controller and their concert parties

Note 19:

Each of controlling shareholder, actual controller and their concert parties hereby covenants as follows
with respect to the serious implementation of the remedial measures for diluted earnings of the
Company:

1. Not to interfere with management and operation of the Company beyond its/his powers;

2. Not to infringe on the interest of the Company;

3. Not to transfer benefits to any other entity or individual without compensation or on unfair terms, or
otherwise damage the interest of the Company; and

4. To indemnify the Company or shareholders of the Company for the losses arising from any breach of
or refusal to fulfill the covenants by it/him according to law.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

2. Covenants of the controlling shareholder and the actual controller regarding the remedial measures for
diluted earnings in the current period

Each of the concert parties of the controlling shareholder Appotronics Holdings and the actual controller
hereby undertakes:

“1. Not to interfere with management and operation of the Company beyond its powers;

2. Not to infringe on the interest of the Company;

3. Not to transfer benefits to any other entity or individual without compensation or on unfair terms, or
otherwise damage the interest of the Company; and

4. To indemnify the Company or shareholders of the Company for the losses arising from any breach of
or refusal to fulfill the covenants by it according to law.

As one of the persons responsible for the remedial measures for diluted earnings, if we breach or refuse

to fulfill the covenants set forth above, we agree that the CSRC, the SSE and other securities regulatory
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authorities may mete out punishments on or take other administrative actions against us pursuant to the
relevant provisions and rules established or published by them.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). The covenants and warranties stated above
shall remain in effect so long as we remain a concert party of the controlling shareholder or the actual
controller of the Company. ”

LI Yi, as the actual controller of the Company, hereby undertakes:

“1. Not to interfere with management and operation of the Company beyond his powers;

2. Not to infringe on the interest of the Company;

3. Not to transfer benefits to any other entity or individual without compensation or on unfair terms, or
otherwise damage the interest of the Company;

4. To indemnify the Company or shareholders of the Company for the losses arising from any breach of
or refusal to fulfill the covenants by him according to law;

5. To exercise self-discipline in consumption in performing his duties;

6. Not to use the assets of the Company to engage in any investment or consumption activities not in
connection with his duties;

7. To link the compensation system adopted by the Board of Directors or the Compensation Committee
with the implementation of the Company’s remedial measures for diluted earnings in the current period;
and

8. If the Company implements any share incentive plan in the future, to link the conditions to exercise
rights under such share incentive plan with the implementation of the Company’s remedial measures for
diluted earnings in the current period.

As one of the persons responsible for the remedial measures for diluted earnings, if I breach or refuse to
fulfill the covenants set forth above, I agree that the CSRC, the SSE and other securities regulatory
authorities may mete out punishments on or take other administrative actions against me pursuant to the
relevant provisions and rules established or published by them.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). The covenants contained in Paragraphs 1
through 4 above shall remain in effect so long as I remain the actual controller of the Company, and the
covenants contained in Paragraphs 3 through 8 above shall remain in effect so long as I remain a director

of the Company. ”

Note 20:

Each of the directors and senior officers of the Company hereby covenants that:

“1. Not to transfer benefits to any other entity or individual without compensation or on unfair terms, or
otherwise damage the interest of the Company;

2. To exercise self-discipline in consumption in performing his duties;

69 /234



2020 Semiannual Report

3. Not to use the assets of the Company to engage in any investment or consumption activities not in
connection with his duties;

4. To link the compensation system adopted by the Board of Directors or the Compensation Committee
with the implementation of the Company’s remedial measures for diluted earnings in the current period;
5. If the Company implements any share incentive plan in the future, to link the conditions to exercise
rights under such share incentive plan with the implementation of the Company’s remedial measures for
diluted earnings in the current period; and

6. To indemnify the Company or shareholders of the Company for the losses arising from any breach of
or refusal to fulfill the covenants by him according to law.

As one of the persons responsible for the remedial measures for diluted earnings, if I breach or refuse to
fulfill the covenants set forth above, I agree that the CSRC, the SSE and other securities regulatory
authorities may mete out punishments on or take other administrative actions against me pursuant to the
relevant provisions and rules established or published by them.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 21:

The issuer hereby covenants as follows with respect to the profit distribution policy of the Company:

“I. Considerations in the preparation of the shareholder returns plan

The Company focuses on the long-term and sustainable development, and in preparing the plan, has
taken into consideration its strategic development plan, actual business situation, development objectives,
future profitability, status of cash flows, shareholder returns, cost of social capital, external financing
environment and other relevant factors, and established a clear profit distribution mechanism on the
basis of the balance between the reasonable returns on investment for shareholders and its sustainable
development, to ensure the consistency and stability of the profit distribution policy and that the
Company is able to operate continuously and healthily in the long run.

II. Principles observed in the preparation of the shareholder returns plan

() To strictly observe the basic principles for profit distribution set forth in the Articles of Association
of Appotronics Corporation Limited (“AOA™);

(IT) To give full consideration and listen to the opinions of the shareholders (especially the minority
shareholders) and the independent directors;

(IIT) To strike a balance between the short-term interest and long-term development, and ensure that the
profit distributions made by the Company will not undermine its ability to continue as a going concern;
and

(IV) To give priority to the distribution of cash dividends, attach importance to the provision of
reasonable returns to investors, and ensure that the profit distributions are made continuously and stably
and comply with the applicable laws, rules, regulations and normative documents, and the AOA.

III. Detailed shareholder returns plan within three years following completion of the IPO
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(D) Intervals of profits distribution

The Company shall make profit distributions at least once a year to the extent there are distributable
profits. The annual profit distributions shall be made within two months following the relevant annual
general meeting of shareholders. The Company may make interim profit distributions in cash according
to its production and business situations and capital requirements. Such interim profit distributions shall
be proposed by the Board of Directors according to the capital position of the Company, and made
within two months after the same have been approved by the general meeting of shareholders.

(IT) Form of profit distribution

The Company may distribute its profits in the form of cash dividends, stock dividends or a combination
of cash dividends and stock dividends or otherwise permitted by the applicable laws, rules, regulations
and normative documents, provided that cash dividends shall take precedence over stock dividends. The
Company shall distribute its profits in cash to the extent that the conditions for distribution of cash
dividends are satisfied.

The cash dividends shall be distributed once every year in principle, but the Board of Directors may
propose the distribution of interim cash dividends according to the earnings and capital position of the
Company.

(IIT) Conditions for distribution of cash dividends

The Company shall distribute cash dividends for a year if:

(1) the Company has earned a distributable profit in such year (after making up for the losses in prior
years and appropriating public reserves), has sufficient cash flows, and will be able to continue as a
going concern after such distribution of cash dividends;

(2) the Company’s accumulated distributable profit is positive;

(3) the Company’s auditor has issued a standard unqualified opinion on the Company’s financial report
for such year;

(4) the Company does not have any material investment plan or material capital expenditures (except the
projects in which the offering proceeds invest);

Material capital expenditures mean: (1) the aggregate amount of expenditures on external investments,
acquisition of assets, purchase of equipment or land or other transactions that the Company plans to
conduct in the next 12 months is equal to or exceeds 50% of the most recently audited net assets of the
Company; or (2) the aggregate amount of expenditures on external investments, acquisition of assets,
purchase of equipment or land or other transactions that the Company plans to conduct in the next 12
months is equal to or exceeds 30% of the most recently audited total assets of the Company.

(5) there isn’t any special circumstance that makes the profit distribution unsuitable as approved by the
general meeting of shareholders. If the conditions set forth above are not satisfied, the Board of
Directors shall determine whether or not to distribute cash dividends according to the actual
circumstances.

(IV) Ratio of cash dividends

71/234



2020 Semiannual Report

Subject to the satisfaction of the conditions for distributing cash dividends, we will distribute not less
than 10% of the distributable profit made in each year in cash.

A subsidiary shall prepare its distribution plans on the basis of the distributable profit reported in the
financial statements of the parent company. The Company shall determine the specific profit distribution
ratio on the basis of the lower of the distributable profits reported in the consolidated financial
statements and the financial statements of the parent company, to avoid excess profit distribution.

If the Company has repurchased any shares by cash through tender offer or call auction in a year, the
repurchase price paid by the Company shall be deemed as the cash dividends already distributed by the
Company, and taken into account in the calculation of the cash dividend ratio for such year.

(V) Differential cash dividend policy

The Board of Directors will adopt the following differential cash dividend policy according to the
procedures set forth in the AOA, giving comprehensive consideration to the characteristics of the
industry in which the Company operates, its development stage, business model and earnings, material
capital expenditure arrangements and other relevant factors:

(1) If the Company is at the mature stage and does not have any material capital expenditure
arrangement, at least 80% of the distributable profit will be distributed in cash;

(2) If the Company is at the mature stage and has certain material capital expenditure arrangements, at
least 40% of the distributable profit will be distributed in cash; or

(3) If we are at the growth stage and have certain material capital expenditure arrangements, at least 20%
of the distributable profit will be distributed in cash.

If it is hard to determine the development stage but there are certain material capital expenditure
arrangements, the policy set forth above may apply.

We will formulate or adjust the shareholder returns plan subject to the profit distribution policy set forth
above, according to our actual situations and the opinions of the shareholders (in particular, the minority
shareholders) and the independent directors.

(VI) Conditions for distribution of stock dividends

The Company may distribute profits in the form of stock dividends according to its earnings and cash
flows in a given year and on the premise of full distribution of cash dividends, to the extent that the
Company maintains the minimum cash dividend ratio and reasonable share capital and shareholding
structure, and ensures that the increase in share capital keeps pace with the growth of its operating
performance.

IV. Cycle for drawing up the shareholder returns plan and the relevant decision-making mechanism

(I) The Company shall review the shareholder returns plan at least once every three years, make
appropriate and necessary amendments to its profit distribution policy and decide on the shareholder
returns plan for the giving period according to the opinions of the shareholders (in particular, holders of
public shares), the independent directors and supervisors, subject to the applicable laws, rules,

regulations and normative documents.
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(IT) The Board of Directors shall draw up the specific profit distribution proposal for each year according
to the AOA, earnings, capital requirements and shareholder returns plan of the Company, thoroughly
discuss the reasonableness of such profit distribution proposal, seriously analyze and discuss the timing,
conditions, minimum ratio, conditions for adjustment, decision-making procedures and other issues in
respect of distribution of cash dividends, adopt a special resolution thereon, and submit the same to the
general meeting of shareholders for consideration. The independent directors shall explicitly express
their opinions on such profit distribution proposal, and may solicit the opinions of minority shareholders,
and then directly submit a profit distribution proposal to the Board of Directors for consideration.

(IIT) In considering a specific cash dividend distribution proposal, the general meeting of shareholders
shall actively communicate and exchange with shareholders, in particular minority shareholders in
various ways, including without limitation online voting and inviting minority shareholders to
participate in the general meeting of shareholders, fully listen to the opinions and claims of minority
shareholders, and promptly answer the questions raised by minority shareholders. The dividend
distribution proposal requires the approval of the shareholders representing a majority of the total votes
present at the general meeting of shareholders in person or by proxy.

(V) The Board of Supervisors shall supervise the implementation of the Company’s profit distribution
policy and shareholder returns plan by the Board of Directors and the management of the Company and
the relevant decision-making procedures, and if the Company makes a profit in a year and does not
intend to distribute profits, make an explanation and issue an opinion about the implementation of the
relevant policies and plans.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”

Note 22:

The issuer hereby covenants:

“The Company will strictly perform all duties and obligations under all covenants made by it publicly in
connection with the IPO (“Covenants”). If the Company fails to perform all duties and obligations under
the Covenants, the Company shall make a public explanation and apologize to the shareholders and
investors of public shares at the general meeting of shareholders and on the media for information
disclosure designated by the CSRC, disclose the reasons for failure to fulfill the relevant Covenants,
make supplementary or alternate covenants, or put forward other solutions, and assume the relevant legal
liabilities and liability for compensation according to law. The shareholders and investors of public
shares shall have the right to take legal actions to request the Company to fulfill the Covenants.

The Company shall not increase the salaries or subsidies of the directors, supervisors and senior officers
who assume personal liability for failure of the Company to fulfill the Covenants in any manner until the
Company has fully removed the adverse effect of its failure to fulfill the Covenants.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). ”
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Note 23:

The controlling shareholder Appotronics Holdings, the actual controller LI Yi and their concert parties
hereby covenant that:

“1. We/l will strictly perform all duties and obligations under all covenants made by us/me publicly in
connection with the IPO (“Covenants”).

2. If we/I fail to perform, or actually become unable to perform, or become unable to perform as
scheduled all duties and obligations under the Covenants (except those resulting from any change in the
applicable laws, regulations and policies, natural disaster, event of force majeure or any other objective
circumstances beyond our/my control), we/l will:

(1) promptly and fully disclose the reasons for failure or inability to perform, or inability to perform as
scheduled the relevant Covenants through the Company, and make a public apology to other
shareholders of the Company;

(2) make supplementary or alternate covenants to the Company and other shareholders of the Company,
to protect their rights and interests to the maximum extent practicable.

(3) submit such supplementary or alternate covenants to the general meeting of shareholders for
consideration; and

(4) surrender all gains (if any) obtained from failure to perform the relevant Covenants to the Company,
and indemnify the Company and other shareholders of the Company for the losses arising therefrom
according to law.

3. If we/I fail to perform, or actually become unable to perform, or become unable to perform as
scheduled the duties and obligations under the Covenants due to any change in the applicable laws,
regulations and policies, natural disaster, event of force majeure or any other objective circumstances
beyond our/my control, we/l will:

(1) promptly and fully disclose the reasons for failure or inability to perform, or inability to perform as
scheduled the relevant Covenants through the Company; and

(2) make supplementary or alternate covenants to the Company and other shareholders of the Company,
to protect their rights and interests to the maximum extent practicable.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). The covenants set forth above shall remain
in effect so long as we/l remain the controlling shareholder/actual controller/concert party of the actual

controller (as applicable) of the Company. ”

Note 24:
Each of the directors, supervisors and senior officers of the Company hereby covenants that:
“1. I will strictly perform all duties and obligations under all covenants made by me publicly in

connection with the IPO (“Covenants”).
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2. If T fail to perform, or actually become unable to perform, or become unable to perform as scheduled
all duties and obligations under the Covenants (except those resulting from any change in the applicable
laws, regulations and policies, natural disaster, event of force majeure or any other objective
circumstances beyond my control), [ agree to surrender the gains obtained from breach of the Covenants
to the Company, and indemnify the Company or the investors for the losses arising therefrom according
to law.

3. If I fail to perform, or actually become unable to perform, or become unable to perform as scheduled
the duties and obligations under the Covenants due to any change in the applicable laws, regulations and
policies, natural disaster, event of force majeure or any other objective circumstances beyond my control,
I will:

(1) promptly and fully disclose the reasons for failure or inability to perform, or inability to perform as
scheduled the relevant Covenants through the Company; and

(2) make supplementary or alternate covenants to the Company and the shareholders of the Company, to
protect their rights and interests to the maximum extent practicable.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
Company’s RMB-denominated ordinary shares (A-shares). The covenants and warranties set forth above
shall remain in effect so long as I remain a director/supervisor/senior officer (as applicable) of the

29 99

Company.

Note 25:

Appotronics Holdings, as the controlling shareholder of the issuer, hereby covenants that:

“I. We acknowledge that as of the date of this Letter of Undertaking, we and our subsidiaries have not,
directly or indirectly, engaged in any business or activity competing with the main business presently
conducted by Appotronics in or outside China in any manner.

II. We covenant and warrant that so long as we remain the controlling shareholder of Appotronics, we
and our subsidiaries will not engage in any competing business that might have a material adverse effect
on the main business of Appotronics.

III. We and our subsidiaries will avoid and reduce related-party transactions with Appotronics to the
maximum extent practicable.

IV. With respect to the related-party transactions that are unavoidable or conducted with good reason:
1. We will abstain from the review of and voting on related-party transactions involving us in strict
accordance with the applicable laws, rules, regulations and normative documents, and the Articles of
Association, the Policy on Related-party Transaction and other regulations of Appotronics;

2. We will enter into contracts or agreements with Appotronics in respect of such related-party
transactions according to the general commercial principle of “fairness, free will and valuable
consideration”, and ensure that the price for such related-party transactions is fair and does not
materially differ from the price or rate that will be offered by or to an independent third party on the

market;
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3. We will duly perform the applicable approval procedures and the obligation of information disclosure
in connection with such related-party transactions in accordance with the applicable laws, rules,
regulations and normative documents; and

4. We will not transfer any profits or benefits through any related-party transaction or take advantage of
our decision-making power over the management of Appotronics to damage the legitimate rights and
interests of Appotronics and the other shareholders of Appotronics.

V. We undertake to exercise the relevant rights and perform the relevant obligations in strict accordance
with the applicable laws, rules, regulations and normative documents, and the Articles of Association of
Appotronics, and not to take advantage of our position and influence as the controlling shareholder to
seek illegal gains or damage the legitimate rights and interests of Appotronics and the other shareholders
of Appotronics.

VI. We will procure our subsidiaries to comply with the covenants set forth above, and indemnify
Appotronics and the other shareholders of Appotronics for damages to their legitimate rights and
interests resulting from any breach by us or any of our subsidiaries of the covenants set forth above.
This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
RMB-denominated ordinary shares (A-shares) of Appotronics Corporation Limited. The covenants and
warranties set forth above shall remain in effect so long as we remain the controlling shareholder of

Appotronics. ”

Note 26:

LI Yi, as the actual controller of the issuer, hereby covenants that:

“I. I acknowledge that as of the date of this Letter of Undertaking, I and my subsidiaries have not,
directly or indirectly, engaged in any business or activity competing with the main business presently
conducted by Appotronics in or outside China in any manner.

II. T covenant and warrant that so long as I remain the actual controller of Appotronics, I and my
subsidiaries will not engage in any competing business that might have a material adverse effect on the
main business of Appotronics.

II1. T and my subsidiaries and other business or economic entities in which I hold the post of director or
senior officer (each an “Employer”) will avoid and reduce related-party transactions with Appotronics to
the maximum extent practicable.

IV. With respect to the related-party transactions that are unavoidable or conducted with good reason:

1. I will abstain from the review of and voting on related-party transactions involving me in strict
accordance with the applicable laws, rules, regulations and normative documents, and the Articles of
Association, the Policy on Related-party Transaction and other regulations of Appotronics;

2. I will enter into contracts or agreements with Appotronics in respect of such related-party transactions
according to the general commercial principle of “fairness, free will and valuable consideration”, and
ensure that the price for such related-party transactions is fair and does not materially differ from the

price or rate that will be offered by or to an independent third party on the market;
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3. I will duly perform the applicable approval procedures and the obligation of information disclosure in
connection with such related-party transactions in accordance with the applicable laws, rules, regulations
and normative documents; and

4. I will not transfer any profits or benefits through any related-party transaction or take advantage of my
decision-making power over the management of Appotronics to damage the legitimate rights and
interests of Appotronics and the other shareholders of Appotronics.

V. I undertake to exercise the relevant rights and perform the relevant obligations in strict accordance
with the applicable laws, rules, regulations and normative documents, and the Articles of Association of
Appotronics, and not to take advantage of my position and influence as the actual controller to seek
illegal gains or damage the legitimate rights and interests of Appotronics and the other shareholders of
Appotronics.

VI. I will procure my subsidiaries and the Employers to comply with the covenants set forth above, and
indemnify Appotronics and the other shareholders of Appotronics for damages to their legitimate rights
and interests resulting from any breach by me or any of my subsidiaries or the Employers of the
covenants set forth above.

This Letter of Undertaking shall take effect from the date of completion of the IPO and listing of the
RMB-denominated ordinary shares (A-shares) of Appotronics Corporation Limited. Unless otherwise
agreed, the covenants and warranties set forth above shall remain in effect so long as I remain the actual

controller of Appotronics. ”

Note 27:

Each of the grantees of share incentives of the Company hereby covenants that if the relevant
information disclosure documents of the Company contain any misrepresentation or misleading
statement or omit any material fact, as a result of which that the grantee becomes ineligible for the
equities granted to him or the relevant equity attribution arrangement, the grantee shall surrender all
benefits received by him under the incentive plan to the Company after the relevant information
disclosure documents of the Company have been found to contain any misrepresentation or misleading

statement or omit any material fact.

Note 28:

The Company undertakes not to provide loans or any other financial assistance to any grantee of
restricted shares under the incentive plan, including guarantee for any loan obtained by such grantee.
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IV. Appointment and termination of appointment of accounting firm

Explanation about the appointment and termination of appointment of accounting firm
o Applicable\/ N/A

Explanation about re-appointment of accounting firm during the audit period
o Applicable\/ N/A

Explanation about the modified audit opinion issued by the accounting firm
o Applicable\/ N/A

Explanation about the modified audit opinion issued by the accounting firm on the financial statemetns
in the semiannual report
o ApplicableN N/A

V. Matters relating to bankruptcy and reorganization

o Applicable\/ N/A
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VI. Material litigations and arbitrations

\ The Company was involved in material litigations or arbitration during the reporting period
o The Company was not involved in material litigations or arbitration during the reporting period

(I) Litigations and arbitrations already disclosed in interim announcements about which no new information is available

\ Applicableo N/A

Summary and type of case

Reference

I. Cases of dispute over infringement on patents for invention [2019] Yue 73 Zhi Min Chu No. 663 and No. 664
1. Plaintiff: Delta Electronics, Inc.

Defendant 1: Appotronics Corporation Limited

Defendant 2: Futian SPN Projector & Video System Firm of Shenzhen

2. Background

The Plaintiff alleges that the production, sale and offer for sale of “Appotronics Laser Projector AL-LX410UST”
by Defendant 1 and Defendant 2 for purpose of production and operation has infringed on the Plaintiff’s patent
for invention and caused economic losses to the Plaintiff.

3. Amount claimed: RMB 16.1453 for each case

4. The Guangzhou IP Court has issued Civil Rulings [2019] Yue 73 Zhi Min Chu No. 663 and No. 664, ordering
the seizure and freeze of an aggregate of RMB 10 million of deposit or other properties in the equivalent amount
of the Company.

Please refer to the Announcement No.
2019-005 issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on July 30, 2019.

II. Cases of dispute over infringement on patents for invention [2019] Yue 03 Min Chu No.s 2942-2951

1. Parties

Plaintiff: Appotronics Corporation Limited

Defendant 1: Delta Electronics Business Management (Shanghai) Co., Ltd.

Defendant 2: Delta Video Display System (Wujiang) Limited

Defendant 3: Shenzhen Super Network Technology Co., Ltd.

2. Background: The Plaintiff alleges that it is the owner of the patents for invention ZL.200810065225.X “a
phosphor-based light source structure for improving the efficiency of light conversion”, and ZL200880107739.5
“a multi-color lighting apparatus using moving pattern plate containing wavelength conversion material, and the
production, sale and offer for sale of a variety of laser projector products by Defendant 1, Defendant 2 and
Defendant 3 for purpose of production and operation has infringed on such patents for invention owned by the
Plaintiff and caused economic losses to the Plaintiff.

3. Amount claimed: 56.00 million.

Please refer to the Announcement No.
2019-006 issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on July 31, 2019.

III. Case for changing the inventor of patent 19-cv-00466-RGD-LRL in the United States District Court for the
Eastern District of Virginia

Please refer to the Announcement No.
2019-012 issued by the Company on
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1. Parties

Plaintiff: Appotronics Corporation Limited

Defendant: Delta Electronics, Inc.

2. Background

The Company brings a suit against Delta in the United States District Court for the Eastern District of Virginia
for breach of non-disclosure agreement, wrongful appropriation of the technical solutions actually invented by
the Company’s employees LI Yi and HU Fei, and filing for patent application in the United States without
authorization, and petitions the court to order that the inventors of the patent-in-suit US 9,024,241 shall be
changed from WANG Bo, ZHANG Kesu and HUA Jianhao into LI Yi and HU Fei.

www.sse.com.cn and the designated media for
information disclosure on September 9, 2019.

IV. Cases of dispute over infringement on patents for invention [2019] Jing 73 Min Chu No. 1275 and No. 1276
1. Parties

Plaintiff: Delta Electronics, Inc.

Defendant 1: Fengmi (Beijing) Technology Co., Ltd.

Defendant 2: Appotronics Corporation Limited

2. Background: The Plaintiff alleges that it is the owner of the patents for invention Z1.201410249663.7
“manufacturing method of light source module and color wheel” and Z1.201610387831.8 “phosphor color wheel
and its applicable light source system”, and the joint production and sale of Mijia Laser Projector TV
“MJIGTYDSO01FM” by Defendant 1 and Defendant 2 has infringed on such patents for invention owned by the
Plaintiff and caused economic losses to the Plaintiff.

3. Amount claimed: 32.02 million.

Please refer to the Announcement No.
2019-014 issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on September 21, 2019.

V. Case of dispute over title to patents [2019] Yue 03 Min Chu No. 4309

1. Parties

Plaintiff: Appotronics Corporation Limited

Defendant: Delta Electronics, Inc.

2. Background

The Plaintiff brings a suit in the Shenzhen Intermediate People’s Court, alleging that the Defendant filed a patent
application in respect of the technical solution owned by the Plaintiff and named WANG Bo, ZHANG Kesu and
HUA Jianhao as the inventors of such technical solution without authorization, thereby infringed on the technical
achievements made by the Plaintiff and the right of authorship of LI Yi and HU Fei, the actual inventors, and
petitions the court to declare that Plaintiff 1, Appotronics Corporation Limited owns the patent
71.201610387831.8 “phosphor color wheel and its applicable light source system”, and that Plaintiff 2, HU Fei
and Plaintiff 3, LI Yi are the first and second inventors of the patent Z1.201610387831.8 “phosphor color wheel
and its applicable light source system”.

Please refer to the Announcement No.
2019-028 issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on November 8, 2019.

VI. Case of dispute over infringement on patents for invention (2020) Jin 03 Zhi Min Chu No. 159
1. Parties

Please refer to the Announcement No.
2020-021 issued by the Company on
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Plaintiff: Fengmi (Beijing) Technology Co., Ltd.

Defendant 1: Chengdu XGIMI Technology Co., Ltd.

Defendant 2: Chengdu XGIMI Vision E-commerce Co., Ltd. Tianjin Second Branch

2. Background

According to the investigation, the Plaintiff detected that Defendant 2 sold and offered for sale the product
accused of infringement that were manufactured by Defendant 1. The product accused of infringement - Z6
series projector - adopted the technical solution falling within the protection scope of the claims in the patent No.
Z1.201110086731.9 “High-brightness excitation method and light-emitting device based on optical wavelength
conversion”, hence constituted infringement. The Plaintiff held that the two defendants implemented the patent
at issue for business purposes without permission, hence violated the provisions of Article 11 of the Patent Law
of the People’s Republic of China, and should be held legally liable for stopping infringement and making
compensation for losses.

3. Amount claimed: 46.00 million.

www.sse.com.cn and the designated media for
information disclosure on June 3, 2020.

VII. Cases of dispute over infringement on patents for invention [2019] Jing 73 Min Chu No. 1277 and No. 1278
1. Parties

Plaintiff: Delta Electronics, Inc.

Defendant 1: Fengmi (Beijing) Technology Co., Ltd.

Defendant 2: Appotronics Corporation Limited

2. Background: The Plaintiff alleges that it is the owner of the patents for invention ZL201310017478.0 “Optical
system” and ZL.201010624724.5 “Light source system and projecting device comprising same”, and the joint
production and sale of Mijia Laser Projector TV “MJJIGTYDSO01FM” by Defendant 1 and Defendant 2 has
infringed on such patents for invention owned by the Plaintiff and caused economic losses to the Plaintiff.

3. Amount claimed: 32.02 million.

Please refer to the Announcement No.
2020-022 issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on June 13, 2020.

Note: The Guangzhou IP Court has issued Civil Rulings [2019] Yue 73 Zhi Min Chu No. 663 and No. 664, ordering the freeze of an aggregate of RMB 20 million

of deposit of the Company. As of the date when this Report is released, this amount has been released.

(II) Litigations and arbitrations that have not been disclosed in interim announcements or about which there’s new information available

Unit: Yuan Currency: RMB

\ Applicableo N/A
During the reporting period:
Whether
L Party jointly Type of any
Pla.mt1ff/ Defendant/respondent | and severally | litigation/ Background Am.(’“m provision Status
claimant . = claimed .
liable arbitration
recognized

Result and
effect

Enforcement
of judgment/
award
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and the
amount

Delta
Electronics,
Inc.

Appotronics
Corporation Limited

Futian SPN
Projector &
Video
System Firm
of Shenzhen

Infringement
on patent for
invention

In the case of dispute
over infringement on
patents for invention
[2019] Yue 73 Zhi
Min Chu No. 662, the
Plaintiff alleges that it
is the owner of the
patent for invention
Z1.201610387831.8
“phosphor color
wheel and its
applicable light source
system”, and the
production, sale and
offer for sale of
“Appotronics Laser
Projector
AL-LX410UST” by
Defendant 1 and
Defendant 2 for
purpose of production
and operation has
infringed on such
patent for invention of
the Plaintiff and
caused economic
losses to the Plaintiff.

1,614.53

No

Stayed,
RMB 10
million
has been
released

Stayed

RMB 10
million has
been
released

Appotronics
Corporation
Limited, and
Shenzhen
YLX
Technology

Dehao Electronic
Technology Ltd.

Shenzhen
Super
Network
Technology
Co., Ltd.

Infringement
on patent for
invention

In the cases of dispute
over infringement on
patents for invention
[2018] Yue 03 Min
Chu No.s 1899-1907,
the Plaintiff alleges

2,081.52

No

Pending
second
trial

Judgment of
first
instance:
The
Defendant
should stop

Pending
second trial
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Development that the production, its act of
Co., Ltd. sale and offer for sale infringement
of a variety of and pay the
projector products by Plaintiff for
Defendant 1 and the
Defendant 2 for economic
purpose of production losses and
and operation has reasonable
infringed on the expenses,
Plaintiff’s patent for RMB 17.80
invention and caused million in
economic losses to the total.
Plaintiff.
Appotronics | Dehao Electronic Shenzhen Infringement | In the cases of dispute | 2,081.52 | No Pending Judgment of | Pending
Corporation | Technology Ltd. Super on patent for | over infringement on second first second trial
Limited Network invention patents for invention trial instance:
Technology [2018] Yue 03 Min The
Co., Ltd. Chu No.s 1891-1898 Defendant
and 1940, the Plaintiff should stop
alleges that the its act of
production, sale and infringement
offer for sale of a and pay the
variety of projector Plaintiff for
products by the
Defendant 1 and economic
Defendant 2 for losses and
purpose of production reasonable
and operation has expenses,
infringed on the RMB 17.80
Plaintiff’s patent for million in
invention and caused total.
economic losses to the
Plaintiff.
Casio Appotronics AV Design Infringement | In the cases of dispute | 2,049.95 | No The Judgment of | The
Computer Corporation Limited | (Beijing) on patent for | over infringement on Parties first withdrawing
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Co., Ltd. Technology | invention patents for invention entered instance: All | ruling has
Development [2016] Jing 73 Min into a claims made | been
Co., Ltd. Chu No.s 59-60, the mediation | by Casio received
Plaintiff alleges that it agreement | Computer
is the owner of the in March Co., Ltd.
patents for invention 2020. were
201210334155.X and dismissed.
201010293730.7, and The Parties
the production, sale entered into
and offer for sale of a mediation
Laser TV agreement in
APUS-20(S) by March 2020.
Defendant 1 and
Defendant 2 for
purpose of production
and operation has
infringed on such
patents for invention
of the Plaintiff and
caused economic
losses to the Plaintiff.
Appotronics | Casio Computer Co., | Casio Infringement | In the cases of dispute 760 | No The The Parties | The
Corporation | Ltd. (China) Co., | on patent for | over infringement on Parties entered into | withdrawing
Limited Ltd. and invention patents for invention entered a mediation | ruling has
Beijing [2018] Jing 73 Min into a agreement in | been
Hongyang Chu No.s 1239 and mediation | March 2020. | received
Jiye 1240, the Plaintiff agreement
Technology alleges that it is the in March
Co., Ltd. owner of the patent 2020.

for invention
71.200810065225.X,
and the production,
sale and offer for sale
of two laser projector
products by
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Defendant 1,
Defendant 2 and
Defendant 3 for

purpose of production

and operation has
infringed on such

patent for invention of

the Plaintiff and
caused economic

losses to the Plaintiff.

(IIT) Other information

\ Applicableo N/A

As of June 30, 2020, the cases of petition for invalidation involving the Company that were pending trial by the State Intellectual Property Office are as follows:
1. Cases of petition for invalidation brought against the Company as the patent assignee

No. | Case No. Current Patent No. atissue | Title of patent at | Petitioner Background Remark
patent issue for
assignee invalidation
1 4W108668 | Appotronics | Z1L200810065225.X | A phosphor-based | Dehao On March 27, 2019, the petitioner for | The State
Corporation light source | Electronic invalidation filed a petition for invalidation of | Intellectual
Limited structure for | Technology | the patent for invention 200810065225.X titled | Property Office
improving the | Ltd. “a phosphor-based light source structure for | decided that the
efficiency of light improving the efficiency of light conversion™ | patent at issue is
conversion owned by the Company, which was found to | valid. Please
comply with the relevant provisions of the | refer to our
Patent Law, the Rules for Implementation of | Interim
the Patent Law and the Guidelines for | Announcement
Examination according to prima facie | No. 2020-026
examination, and was accepted by the State | on July 8, 2020
Intellectual Property Office on April 4, 2019. for details.
2 4W108847 | Appotronics | ZL200810065225.X | A phosphor-based | WEI Qun On May 9, 2019, the petitioner for invalidation | The State
Corporation light source filed a petition for invalidation of the patent for | Intellectual
Limited structure for invention 200810065225.X titled “a | Property Office
improving the phosphor-based light source structure for | decided that the
efficiency of light improving the efficiency of light conversion” | patent at issue is
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conversion owned by the Company, which was found to | valid. Please
comply with the relevant provisions of the | refer to our
Patent Law, the Rules for Implementation of | Interim
the Patent Law and the Guidelines for | Announcement
Examination according to prima facie | No.  2020-026
examination, and was accepted by the State | on July &, 2020
Intellectual Property Office on June 5, 2019. for details.
4W110041 | Appotronics | ZL200810065225.X | A phosphor-based | Delta On February 5, 2020, the petitioner for | The State
Corporation light source | Electronics | invalidation filed a petition for invalidation of | Intellectual
Limited structure for | Business the patent for invention 200810065225.X titled | Property Office
improving the | Management | “a phosphor-based light source structure for | decided that the
efficiency of light | (Shanghai) improving the efficiency of light conversion” | patent at issue is
conversion Co., Ltd. owned by the Company, which was found to | valid. Please
comply with the relevant provisions of the | refer to our
Patent Law, the Rules for Implementation of | Interim
the Patent Law and the Guidelines for | Announcement
Examination according to prima facie | No.  2020-026
examination, and was accepted by the State | on July &, 2020
Intellectual Property Office on February 20, | for details.
2020.
4W110045 | Appotronics | ZL200880107739.5 | A multi-color | Delta On February 12, 2020, the petitioner for | Pending trial
Corporation lighting apparatus | Electronics | invalidation filed a petition for invalidation of
Limited using moving | Business the patent for invention 200880107739.5 titled
pattern plate | Management | “a multi-color lighting apparatus using moving
containing (Shanghai) pattern plate containing wavelength conversion
wavelength Co., Ltd. material” (“Patent 7739”) owned by the
conversion Company, which was found to comply with the
material relevant provisions of the Patent Law, the Rules
for Implementation of the Patent Law and the
Guidelines for Examination according to prima
facie examination, and was accepted by the
State Intellectual Property Office on March 5,
2020.
4W110558 | Appotronics | ZL201110086731.9 | High-brightness Chengdu On June 3, 2020, the petitioner for invalidation | Pending trial
Corporation excitation method | XGIMI filed a petition for invalidation of the patent for
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Limited and light-emitting | Technology | invention 201110086731.9 titled
device based on | Co., Ltd. “High-brightness  excitation method and
optical light-emitting  device based on optical
wavelength wavelength  conversion” owned by the
conversion Company, which was found to comply with the
relevant provisions of the Patent Law, the Rules
for Implementation of the Patent Law and the
Guidelines for Examination according to prima
facie examination, and was accepted by the
State Intellectual Property Office on June 12,
2020.
2. Cases of petition for invalidation brought by the Company
No. | Case No. Current patent | Patent No. at issue Title of patent at | Petitioner Background Remark
assignee issue for
invalidation
1 4W109295 | Delta 71.201610387831.8 | Phosphor color | Appotronics | On July 29, 2019, the Company filed a petition | On December 9,
Electronics, wheel and its | Corporation | for invalidation of the patent for invention | 2019, the State
Inc. applicable light | Limited 201610387831.8 titled “phosphor color wheel | Intellectual
source system and its applicable light source system” owned | Property Office
by Delta Electronics, Inc. with the State | decided to
Intellectual Property Office, which was found to | suspend the trial
comply with the relevant provisions of the | from November
Patent Law, the Rules for Implementation of the | 7, 2019 to
Patent Law and the Guidelines for Examination | November 7,
according to prima facie examination, and was | 2020.
accepted by the State Intellectual Property
Office on July 30, 2019.
2 4W109538 | Delta 71.201410249663.7 | Manufacturing Appotronics | On September 20, 2019, the Company filed a | Pending trial
Electronics, method of light | Corporation | petition for invalidation of the patent for
Inc. source  module | Limited invention 201410249663.7 titled
and color wheel “manufacturing method of light source module
and color wheel” owned by Delta Electronics,
Inc. with the State Intellectual Property Office,
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which was found to comply with the relevant
provisions of the Patent Law, the Rules for
Implementation of the Patent Law and the
Guidelines for Examination according to prima
facie examination, and was accepted by the
State Intellectual Property Office on September

23,2019.
3 4W110623 | Delta 71.201010624724.5 | Light source | Appotronics | On June 15, 2020, the Company filed a petition | Pending trial
Electronics, system and | Corporation | for invalidation of the patent for invention
Inc. projecting device | Limited 201010624724.5 titled “Light source system
comprising same and projecting device comprising same” owned

by Delta Electronics, Inc. with the State
Intellectual Property Office, which was found to
comply with the relevant provisions of the
Patent Law, the Rules for Implementation of the
Patent Law and the Guidelines for Examination
according to prima facie examination, and was
accepted by the State Intellectual Property
Office.

3. During the reporting period, the National Intellectual Property Administration examined and declared that the following patents held by the Company are valid,
namely patent for invention 200880107739.5 titled “A multi-color lighting apparatus using moving pattern plate containing wavelength conversion material” and
patent for invention 200810065225.X titled “A phosphor-based light source structure for improving the efficiency of light conversion”. Please refer to the Interim
Announcements 2020-005 and 2020-026 for details.
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VII.Penalties imposed on the listed company and its directors, supervisors, senior officers,

controlling shareholder, actual controller and acquirer and rectification of the relevant

violations

0 ApplicableV N/A

VIII.

during the reporting period

o Applicable\/ N/A

Credit standing of the Company and its controlling shareholder and actual controller

IX. Share incentive plan, employee stock ownership plan and other employee incentive measures

of the Company and their effect

(I) Equity incentives already disclosed in the interim announcements about which no new

information is available
\ Applicablea N/A

Summary

Reference

On September 27, 2019, the Company held the 17th
meeting of the 1st Board of Directors and the 7th meeting
of the 1st Board of Supervisors, which reviewed and
approved the Proposal on the 2019 Restricted Share
Incentive Plan (Draft) of the Company and Summary of
the Plan and other related proposals.

Please refer to the relevant announcement
issued by the Company on
www.sse.com.cn and the designated media
for information disclosure on September
28,2019.

On October 14, 2019, the Company held the 6th
extraordinary general meeting of shareholders in 2019,
which reviewed and approved the Proposal on the 2019
Restricted Share Incentive Plan (Draft) of the Company
and Summary of the Plan and other related proposals.

Please refer to the relevant announcement
issued by the Company on
www.sse.com.cn and the designated media
for information disclosure on October 15,
2019.

On October 14, 2019, the Company held the 18th meeting
of the 1st Board of Directors and the 8th meeting of the 1st
Board of Supervisors, which reviewed and approved the
Proposal on the Adjustment of the 2019 Restricted Share
Incentive Plan and the Proposal on Initial Grant of
Restricted Shares, pursuant to which, the Company
initially granted 4.4 million shares to 169 persons at the
price of RMB 17.5 per share on October 14, 2019. The
Company’s independent directors expressed their
independent opinions on such proposals, and the Board of
Supervisors expressed its opinion after review of such
proposals.

Please refer to the relevant announcement
issued by the Company on
www.sse.com.cn and the designated media
for information disclosure on October 15,
2019.

(IT) Incentives that have not been disclosed in any interim announcement or about which there’s

new information available

Share incentives

o ApplicableN N/A
Other description

o Applicable\/ N/A

Employee stock ownership plan
0 ApplicableV N/A
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Other incentives
0 ApplicableN N/A

X. Material related-party transactions

(I) Related-party transactions in connection with day-to-day operation

1. Matters already disclosed in the interim announcements about which no new

information is available
\ Applicablen N/A

Summary

Reference

The Company expects to engage in routine
related-party transactions with China Film
Equipment Co., Ltd. and its affiliates, Xiaomi
Communications Technologies Co., Ltd. and its
affiliates, Beijing DonView Education Technology
Co., Ltd. and its affiliates, and CINIONIC for a
total expected amount of RMB 1,253.1000
million.

Please refer to the Announcement No. 2020-014
“Announcement on expected routine related-party
transactions in 2020” issued by the Company on
www.sse.com.cn and the designated media for
information disclosure on April 29, 2020) -

2. Matters already disclosed in the interim announcements about which there’s new

information available
o ApplicableN N/A

3. Matters that have not been disclosed in any interim announcement

o ApplicableN N/A

(IT) Related-party transactions involving acquisition or sale of assets or equities

1. Matters already disclosed in the interim announcements about which no new

information is available
o ApplicableN N/A

2. Matters already disclosed in the interim announcements about which there’s new

information available
o Applicable\/ N/A

3. Matters that have not been disclosed in any interim announcement

o Applicable\/ N/A

4. Fulfillment of performance covenants (if any) during the reporting period

o Applicable\/ N/A

(IIT) Related-party transactions involving joint external investments

1. Matters already disclosed in the interim announcements about which no new

information is available
o Applicable\/ N/A

2. Matters already disclosed in the interim announcements about which there’s new

information available
o ApplicableN N/A

3. Matters that have not been disclosed in any interim announcement

0 ApplicableV N/A
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(IV) Accounts receivable from and payable to related parties

1. Matters already disclosed in the interim announcements about which no new
information is available

o Applicable\/ N/A

2. Matters already disclosed in the interim announcements about which there’s new
information available

o Applicable\/ N/A

3. Matters that have not been disclosed in any interim announcement
0 ApplicableN N/A

(V) Material related-party transactions

o ApplicableN N/A

(VI) Others
o ApplicableN N/A

XI. Material contracts and performance thereof

1 Trusteeship, contracting and lease
o Applicable\/ N/A
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2 Guarantees

\ Applicableo N/A
Unit: In RMB 0’000 RMB
External guarantees provided by the Company (excluding those provided for the subsidiaries)
Relationship Whether Whether
Commencement the Whether a
between the date of the oblication Amount of | Whether arantee
guarantor . Guaranteed Guarantee Guarantee Type of |obligation & the overdue| there’sa | & Relatec
Guarantor Obligor guarantee . guaranteed . fora .
and the amount O start date expiry date | guarantee |guaranteed obligation | counter relationst
. (signing date of has related
listed has been guaranteed | guarantee
agreement) . become party
company discharged
overdue
Total amount of guarantees provided during the reporting period (excluding those
provided for the subsidiaries)
Balance of guarantees at the end of the reporting period (excluding those provided
for the subsidiaries) (A)
Guarantees provided by the Company or its subsidiaries for the subsidiaries of the Company
Whether
Relationship Relationship Commencement Whether the Amount of
. . the Lo Whether
between the between the date of Inception |Expiry date Lo obligation the ,
. . Guaranteed Type of obligation there’s a
Guarantor guarantor Obligor obligor and guarantee date of of guaranteed | overdue
. . amount o guarantee | guaranteed o counter
and the listed the listed (signing date of | guarantee | guarantee has obligation
compan compan agreement) has been become uaranteed guarante
pany pany & discharged &
overdue
Three years
CINEAPPO after the
Appotronics I(E?Islgina Controlled ?ﬁlee datefor Joint and
Corporation |Headquarters Y 70,000 {2020-5-31 2020-5-31 N several No No No
o Technology |subsidiary obligations |;. , ...
Limited oo liability
(Beijing) under the
Co., Ltd. master
contract
APpOLIONics |y 4 oarters [CINEAPPO  Controlled 6,000 [2019-6-27 2019-6-27 |2023-6-26 ['omntand iy No No
Corporation Laser subsidiary several

92 /234



2020 Semiannual Report

Limited Cinema liability
Technology
(Beijing)
Co., Ltd.
Two years
Appotronics Controlled after the Joint and
Corporation |Headquarters |Fengmi Y 16,500 [2019-10-21 2019-10-21 |due date for |several No No No
o subsidiary e
Limited the liability
obligations
Initial
e Two years
utilization
after the
date or latest due
Appotronics Controlled actual date date of the Joint and
Corporation |Headquarters |Fengmi iy 10,000 |2018-11-23 of several No No No
o subsidiary e loans under |;. ..
Limited utilization liability
the
under the .
. financing
financing
letter
letter
Total amount of guarantees provided for the subsidiaries during the reporting period 17,56
Balance of guarantees provided for the subsidiaries at the end of the reporting 41,62
period (B)
Total amount of guarantees provided by the Company (including those provided for the subsidiaries)
Total amount guaranteed (A+B) 41,62
Proportion of total amount guaranteed to the net assets of the Company (%) 19.8
Including:
Total amount of guarantees provided for the shareholders, actual controller and their
affiliates (C)
Total amount of debt guarantees directly or indirectly provided for the obligors 26,50
whose equity-debt ratio exceeds 70% (D)
Total amount guaranteed in excess of 50% of the net assets of the Company (E)
26,5(

Total amount guaranteed (C+D+E)

Explanation about outstanding guarantees for which the Company may assume joint
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and several liability

Explanation about guarantees

Note: With respect to the guarantee provided by the Company for Fengmi in the amount of RMB 100 million as of the date of this Report, the guarantee contract has
been executed but the relevant bank loan has not been granted, so no liability for guarantee has been incurred.
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3 Other material contracts
o Applicable\/ N/A

XII.Poverty alleviation of listed companies

o Applicable\/ N/A

XIII. Convertible corporate bonds
o Applicable\/ N/A

XIV. Environment

(I) Environmental protection information of the Company and its major subsidiaries that are
identified as major polluters by the environmental protection authority

o ApplicableN N/A

(II) Environmental protection information of the Company that is not identified as a major
polluter

\ Applicablen N/A

We have not been identified as a major polluter during the reporting period. We attach importance to
environmental protection and have taken the following environmental protection measures to fulfill our
social responsibility:

Disposal of solid wastes

Our solid wastes include consumer wastes, general industrial solid wastes and hazardous wastes. The
consumer wastes are collected and then handed over to the environmental sanitation entity for
centralized treatment. The general industrial solid wastes mainly consist of leadless waste scruff and
waste packing materials generated in the production process, which are collected by category and then
handed over to the relevant resource recycling entities for recycling. The hazardous wastes mainly
consist of waste active carbon generated in the waste gas treatment process, and wastes containing
industrial alcohol and waste packing materials containing cleaning agents that are generated in the
production process, which are collected and then handed over to the qualified entities for treatment.
Sewage treatment

Our sewage includes domestic sewage and industrial sewage. The domestic sewage is pre-treated
through septic tank or otherwise, and after meeting the relevant standard, discharged to the municipal
sewage treatment pipelines and sewage treatment plant. The industrial sewage is handed over to the
qualified entities for treatment. In addition, we have optimized the technologies currently used to reduce
the sewage discharged. We appoint a third party to inspect our domestic sewage every year.

Waste gas treatment

Our waste gas mainly includes waste gas containing tin and organic waste gas generated in the
production process. We have built a waste gas treatment system, comprising UV photolysis, active
carbon adsorption plant, air purification equipment and other equipment. The concentration of tin and
NmHc in the waste gas discharged by us to the air meets the local standard for Atmospheric Pollutant
Emission Limit. We appoint a third party to conduct the relevant inspections every year.

Certifications relating to environmental protection

We passed [ISO14001 environmental management system certification in 2008, and has maintained such
certification to date. In 2019, we passed QC080000 hazardous substance process management system
certification. All of our products are green products and have passed RoHS, REACH and China
environmental labeling product certification, among others.

(IIT) Reason for failure to disclose environmental protection information of the Company that is
not identified as a major polluter

o ApplicableV N/A
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(IV) New information about the environmental protection information disclosed during the
reporting period

o ApplicableN N/A

XYV.Other significant matters

(I) Changes, reasons, and impacts of accounting policies, accounting estimates, and accounting
methods compared with the previous accounting period

\ Applicablen N/A
Please refer to V.44 of Section X Financial Report for details.

(1) Description of retrospective restatement, amount of adjustment, reasons and impacts of
material accounting errors occurred during the reporting period

o ApplicableN N/A

(111) Others
o Applicable\/ N/A
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(I) Changes in ordinary shares

Section VI. Changes in Shares and Shareholders

(I) Statement of changes in ordinary shares

1. Statement of changes in ordinary shares

Unit: Share
Before the change +/- After the change
. Capitalization .
Number Proportion New Bonus (E)f capital Others Sub-total Number Proportion
(%) shares shares (%)
reserves
1. Non-tradable shares 394,361,498 87.33 -3,538,402 | -3,538,402 | 390,823,096 86.55
1. Shares held by the State
2. Shares held by state-owned
corporations
3. Shares held by other domestic 243,665,462 53.96 -3,538,402 | -3,538,402 | 240,127,060 53.18
investors
Including: Shares held by domestic 233,615,923 51.73 -3,538,402 | -3,538,402 | 230,077,521 50.95
non-stated-owned corporations
Shares held by domestic natural 10,049,539 2.23 10,049,539 2.23
persons
4. Shares held by foreign investors 150,696,036 33.37 150,696,036 33.37
Including: Shares held by foreign 135,203,427 29.94 135,203,427 29.94
corporations
Shares held by foreign natural 15,492,609 3.43 15,492,609 3.43
persons
II. Tradable shares 57,192,913 12.67 3,538,402 | 3,538,402 | 60,731,315 13.45
1. RMB-denominated ordinary shares 57,192,913 12.67 3,538,402 | 3,538,402 | 60,731,315 13.45
2. Foreign currency-denominated shares
listed domestically
3. Foreign currency-denominated shares
listed overseas
4. Others
II1. Total shares 451,554,411 | 100.00 0 0 451,554,411 | 100.00
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2. Explanation about changes in ordinary shares

\ Applicableo N/A
On January 14, 2020, 3,538,402 off-line allotted shares in IPO were eligible for trading on the market. Please refer to the Announcement No. 2020-001
“Announcement of Appotronics Corporation Limited on the circulation of off-line allotted shares in [IPO” issued by the Company on www.sse.com.cn on January 14,

2020 for details.
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3. Effect of the changes in shares on the earnings per share, net assets per share and other
financial indicators for the duration after the reporting period to the disclosure date of the
semiannual report (if any)

0 ApplicableV N/A

4. Other information disclosed as the Company deems necessary or required by the
securities regulatory authority

o Applicable\/ N/A

(IT) Changes in non-tradable shares

\ Applicablen N/A

Unit: Share

Balance of | Number of | Number of Balance of
non-tradable | non-tradable | non-tradable tradable
shares at the shares shares h t th R f
Shareholder | beginning of | unlocked increased S aiies ? th © ea;spr; °" | Unlock date
the during the during the enc ot the festriction
reporting reporting reporting fep O?t‘gg
period period period perio
Off-line 3,538,402 3,538,402 0 0 | Non-tradable | January 22,
allotment off-line 2020
account allotted
shares in
IPO

Total 3,538,402 3,538,402 0 0 / /
(IT) Shareholders
(I) Total number of shareholders:
Total number of shareholders of ordinary shares as of the 16,563
end of the reporting period
Total number of shareholders of preferred shares whose 0

voting right has been restituted as of the end of the
reporting period

Number of holders of depository receipts

o ApplicableN N/A

(I) Shares held by top 10 shareholders and top 10 holders of tradable shares as of the end of the
reporting period

Unit: Share
Shares held by top 10 shareholders
Number of lsclllarzs
Change | Balance of non-tradable | P'¢98¢ OF
during | shares held shares held, frozen
Sharehold the as at the end | Proport Number of including the Shareho
o reporti of the ion (%) non-tradable shares lent out N Ider
(full name) . shares held Share | % | nature
ng reporting under the m
period period refinancing | Status be
arrangement r
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Shenzhen 79,762,679 17.66 | 79,762,679 | 79,762,679 Domest

Appotroni ic

Cs non-stat

Holdings None ed

Co., Ltd. owned
corpora
tion

SAIF IV 62,980,676 13.95 62,980,676 | 62,980,676 Foreign

Hong corpora

Kong tion

(China None

Investment

s) Limited

CITIC PE 41,774,562 925 | 41,774,562 | 41,774,562 Foreign

Investment corpora

(Hong tion

Kong) None

2016

Limited

Fuzhou 25,064,737 555 | 25,064,737 | 25,064,737 Domest

Haixia ic

Appotroni non-stat

cs None ed

Investment owned

Partnershi corpora

p (LP) tion

Shenzhen 24,139,500 535| 24,139,500 | 24,139,500 Domest

Yuanshi ic

Laser non-stat

Industrial None ed

Investment owned

Consulting corpora

Partnershi tion

p (LP)

Shenzhen 20,430,250 4.52 | 20,430,250 | 20,430,250 Domest

Appotroni ic

cs Daye non-stat

Investment None ed

Partnershi owned

p (LP) corpora
tion

GREEN 16,504,518 3.66 16,504,518 16,504,518 Foreign

FUTURE corpora

HOLDIN None tion

GS

LIMITED

Shenzhen 15,662,374 3.47 15,662,374 15,662,374 Domest

Appotroni ic

cs Hongye non-stat

Investment None ed

Partnershi owned

p (LP) corpora
tion
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Shenzhen 0 12,353,106 2.74 12,353,106 12,353,106 0 | Domest
Jinleijing ic
Investment non-stat
Limited None ed
Partnershi owned
p (LP) corpora
tion
Changzho 0 11,667,635 2.58 11,667,635 11,667,635 0 | Domest
u Lisheng ic
Equity non-stat
Investment None ed
Partnershi owned
p (LP) corpora
tion
Shares held by top 10 holders of tradable shares
Number of Type and number of
Shareholder tradable shares shares
Numbe
held Category .
UBS AG 1,557,640 | RMB-denomi | 1,557,6
nated ordinary 40
share
Huatai Securities Co., Ltd. 978,400 | RMB-denomi | 978,40
nated ordinary 0
share
ZHONG Haidi 834,659 | RMB-denomi | 834,65
nated ordinary 9
share
National Social Security Fund Portfolio No. 102 700,000 | RMB-denomi | 700,00
nated ordinary 0
share
LONG Shixue 464,700 | RMB-denomi | 464,70
nated ordinary 0
share
GAO Ermei 393,713 | RMB-denomi | 393,71
nated ordinary 3
share
China Merchants Bank Co., Ltd. - Pengyang Jingxin 385,157 | RMB-denomi | 385,15
Hybrid Securities Investment Fund nated ordinary 7
share
WANG Danping 329,210 | RMB-denomi | 329,21
nated ordinary 0
share
ZHANG Shangmin 317,734 | RMB-denomi | 317,73
nated ordinary 4
share
Guotai Junan Securities Co., Ltd. 288,088 | RMB-denomi | 288,08
nated ordinary 8
share
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Affiliates or concert parties among the shareholders stated
above

1. As of the end of the reporting period,
among our top 10 shareholders,
Appotronics Holdings, Yuanshi,
Appotronics Daye, Appotronics Hongye
and Jinleijing are concert parties. We have
not received any notice about affiliates or
concert parties among other shareholders
stated above.

2. We are not aware whether there are
affiliates or concert parties as defined in the
Administrative Measures for the
Acquisition of the Listed Companies among
the holders of tradable shares.

Holders of preferred shares whose voting right has been N/A
restituted and the number of shares held by them
Top 10 holders of non-tradable shares and lock-up period
\ Applicableo N/A
Unit: Share
Unlocking of
Number of non-tradable shares
No. Holder of non-tradable shares non-tradable Number of Locl.<—up
shares held Unlock shares period
date newly
unlocked
1 Shenzhen Appotronics Holdings 79,762,679 | July 22, 0136
Co., Ltd. 2022 months
after the
listing
date
2 SAIF IV Hong Kong (China 62,980,676 | July 22, 0112
Investments) Limited 2020 months
after the
listing
date
3 CITIC PE Investment (Hong Kong) 41,774,562 | July 22, 0] 12
2016 Limited 2020 months
after the
listing
date
4 Fuzhou Haixia Appotronics 25,064,737 | July 22, 0112
Investment Partnership (LP) 2020 months
after the
listing
date
5 Shenzhen Yuanshi Laser Industrial 24,139,500 | July 22, 0136
Investment Consulting Partnership 2022 months
(LP) after the
listing
date
6 Shenzhen Appotronics Daye 20,430,250 | July 22, 0136
Investment Partnership ( LP) 2022 months
after the
listing
date
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7 GREEN FUTURE HOLDINGS 16,504,518 | July 22, 0112
LIMITED 2020 months
after the
listing
date
8 Shenzhen Appotronics Hongye 15,662,374 | July 22, 0136
Investment Partnership (LP) 2022 months
after the
listing
date
9 Shenzhen Jinleijing Investment 12,353,106 | July 22, 0136
Limited Partnership (LP) 2022 months
after the
listing
date
10 Changzhou Lisheng Equity 11,667,635 | July 22, 0] 12
Investment Partnership (LP) 2020 months
after the
listing
date
Affiliates or concert parties among the As of the end of the reporting period, among our top 10
shareholders stated above shareholders, Appotronics Holdings, Yuanshi,
Appotronics Daye, Appotronics Hongye and Jinleijing
are concert parties. We have not received any notice
about affiliates or concert parties among other
shareholders stated above.

Statement of top 10 holders of domestic depository receipts as of the end of the reporting period
o ApplicableV N/A

Number of non-tradable depository receipts held by top 10 holders and lock-up period

o ApplicableN N/A

(IT) Statement of top 10 shareholders by number of votes held as of the end of the reporting
period

o ApplicableN N/A

(IV) Strategic investors or general corporations that become top shareholders as a result of
allotment of new shares/depository receipts

o Applicable\/ N/A
(IIT) Changes in the controlling shareholder or actual controller

o ApplicableN N/A

(IV) Implementation of and changes in arrangements relating to depository receipts during the
reporting period

0 ApplicableV N/A

(V) Shares with special voting rights
Section VII. Preferred Shares

o ApplicableV N/A
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Section VIII.  Directors, Supervisors, Senior Officers and Employees

I. Changes in shareholding

(I) Changes in shareholding of current directors, supervisors, senior officers and key technical
staff and the former directors, supervisors, senior officers and key technical staff who left the
Company during the reporting period

0 ApplicableN N/A

Other information
o ApplicableN N/A

(IT) Share incentives granted to directors, supervisors, senior officers and key technical staff
during the reporting period

1.Share options

0 ApplicableN N/A

2.Type I restricted shares
o Applicable\/ N/A

3.Type Il restricted shares
o Applicable\/ N/A

II. Changes in directors, supervisors, senior officers and key technical staff

\ Applicablen N/A
Name Position Change
ZENG Luhai Deputy General Manager Left the Company
XIAO Yangjian Deputy General Manager & Board Left the Company
Secretary

Changes in directors, supervisors, senior officers and key technical staff

\ Applicableo N/A

1. Mr. ZENG Luhai resigned from his position as Deputy General Manager of the Company due to
personal career development reasons, and will act as a consultant of the Company after resigning from
the Company. The Company issued an announcement regarding this event on January 23, 2020.

2. Mr. XIAO Yangjian resigned from his position as Deputy General Manager & Board Secretary of the
Company due to personal career development reasons, and will hold no position in the Company after
resigning from the Company. The Company issued an announcement regarding this event on May 21,
2020.

III. Other information

o ApplicableN N/A

Section IX. Corporate Bonds

0 ApplicableN N/A

Section X. Financial Report

I. Auditor's report
o Applicable\/ N/A
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IlI. Financial statements

Consolidated Balance Sheet

At June 30, 2020
Prepared by: Appotronics Corporation Limited

Unit: Yuan Currency: RMB

Item

Note

At June 30, 2020

At December 31, 2019

Current Assets:

Cash and bank balances

VIL 1

729,447,665.39

875,858,784.58

Balances with clearing
agencies

Placements with banks and
other financial institutions

Held-for-trading financial
assets

VII. 2

495,000,000.00

540,000,000.00

Derivative financial assets

Notes receivable

VIL

4,181,386.79

4,042,559.63

Accounts receivable

VIIL.

134,035,161.27

176,035,155.24

Receivables financing

VII.

362,600.00

1,980,500.00

Prepayments

AN (o) A0, EN

VIIL.

39,439,987.06

35,070,999.13

Premiums receivable

Amounts receivable under
reinsurance contracts

Reinsurer's share of
insurance contract reserves

Other receivables

VII. 8

11,424,632.94

9,618,750.08

Including: Interest receivable

Dividends receivable

Financial assets purchased
under resale agreements

Inventories

VIL. 9

402,722,530.65

299,966,170.35

Contract assets

VIL 10

3,914,909.70

Held-for-sale assets

Non-current assets due within
one year

Other current assets

VII. 13

35,547,978.31

44,405,513.30

Total Current Assets

1,856,076,852.11

1,986,978,432.31

Non-current Assets:

Loans and advances

Debt investments

Other debt investments

Long-term receivables

Long-term equity
investments

VII. 17

268,154,993.87

139,534,371.94

Other equity instrument
investments

VIL 18

11,975,419.38

11,975,419.38

Other non-current financial
assets

Investment properties

Fixed assets

VIL 21

455,164,004.06

471,204,340.95

Construction in progress

VII. 22

30,992,866.46

20,132,004.07

Bearer biological assets

Oil and gas assets

Use right assets
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Intangible assets

VIL

26

324,969,424.31

332,331,324.07

Development expenditure

Goodwill

Long-term prepaid expenses

VIL

29

14,996,204.71

16,908,070.34

Deferred tax asset

VIIL.

30

114,095,667.69

109,023,941.85

Other non-current assets

VIL

31

6,352,208.65

11,420,185.94

Total Non-current Assets

1,226,700,789.13

1,112,529,658.54

Total assets

3,082,777,641.24

3,099,508,090.85

Current Liabilities:

Short-term borrowings

VIL.

32

115,636,028.30

76,765,319.05

Loans from the central bank

Taking from banks and other
financial institutions

Held-for-trading financial
liabilities

Derivative financial liabilities

Notes payable

VIL.

35

126,525,026.22

37,335,841.79

Accounts payable

VII.

36

198,595,546.20

176,624,445.46

Receipts in advance

VIIL.

37

173,963,358.36

184,444,643.33

Contract liabilities

VIIL.

38

19,442,085.20

Financial assets sold under
repurchase agreements

Customer deposits and
deposits from banks and other
financial institutions

Funds from securities trading
agency

Funds from underwriting
securities agency

Employee benefits payable

VIIL.

39

16,524,638.79

50,586,932.71

Taxes payable

VIL

40

8,453,167.47

42,924,647.79

Other payables

VII.

41

42,106,615.24

14,364,076.43

Including: Interest payable

Dividends payable

VIL

41

11,279,223.68

Fees and commissions
payable

Amounts payable under
reinsurance contracts

Held-for-sale liabilities

Non-current liabilities due
within one year

VIL

43

144,769,488.72

64,968,795.02

Other current liabilities

1,667,826.54

Total Current Liabilities

847,683,781.04

648,014,701.58

Non-current Liabilities:

Insurance contract reserves

Long-term borrowings

VIL

45

79,892,744.86

279,615,107.27

Bonds payable

Including: Preferred shares

Perpetual bonds

Leasing liabilities

Long-term accounts payable

VIL

48

3,539,750.00

3,488,100.00

Long-term employee benefits
payable

Provisions

VIL

50

33,664,528.96

27,072,676.49
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Deferred income

VIL 51

16,784,096.20

17,108,361.69

Deferred tax liabilities

Other non-current liabilities

Total Non-current
Liabilities

133,881,120.02

327,284,245.45

Total Liabilities

981,564,901.06

975,298,947.03

Owners' (or Shareholders')
Equity:

Paid-in capital (or share
capital)

VII. 53

451,554,411.00

451,554,411.00

Other equity instruments

Including: Preferred shares

Perpetual bonds

Capital reserve

VII. 55

1,224,027,021.21

1,207,942,318.37

Less: Treasury shares

Other comprehensive income

VII. 57

4,300,879.05

3,287,063.85

Special reserve

Surplus reserve

VII. 59

22,800,224.13

22,800,224.13

General risk reserve

Retained profits

VIL. 60

270,715,417.30

288,975,820.29

Total owners’ (or
shareholders’) equity
attributable to owners of the
Parent Company

1,973,397,952.69

1,974,559,837.64

Minority interests

127,814,787.49

149,649,306.18

Total Owners’ (or
Shareholders’) Equity

2,101,212,740.18

2,124,209,143.82

Total Liabilities and
Owners’(or Shareholders”)
Equity

3,082,777,641.24

3,099,508,090.85

Legal representative:
BO Lianming

Person in Charge of the Accounting Body:

WEI Yanlin

Balance Sheet of the Parent Company

At June 30, 2020

Prepared by: Appotronics Corporation Limited

Chief Accountant:
ZHAO Ruijin

Unit: Yuan Currency: RMB

Item Note At June 30, 2020 At December 31, 2019

Current Assets:

Cash and bank balances 474,625,994.92 570,479,390.49

Held-for-trading financial 495,000,000.00 540,000,000.00
assets

Derivative financial assets

Notes receivable 1,518,836.79 3,542,559.63

Accounts receivable XVII. 1 381,316,044.94 299,315,776.44

Receivables financing 362,600.00 442,500.00

Prepayments 13,215,986.43 6,410,257.48

Other receivables XVII. 2 32,169,108.08 67,227,575.21
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Including: Interest receivable

Dividends receivable

Inventories

157,332,693.76

135,617,379.22

Contract assets

3,883,882.70

Held-for-sale assets

Non-current assets due within
one year

Other current assets

2,946,612.19

12,280,164.39

Total Current Assets

1,562,371,759.81

1,635,315,602.86

Non-current Assets:

Debt investments

Other debt investments

Long-term receivables

Long-term equity
investments

XVIL 3

393,643,159.82

257,795,276.13

Other equity instrument
investments

7,075,419.38

7,075,419.38

Other non-current financial
assets

Investment properties

Fixed assets

56,384,337.62

60,391,512.92

Construction in progress

17,253,087.13

1,385,496.59

Bearer biological assets

Oil and gas assets

Use right assets

Intangible assets

323,721,801.47

330,796,423.87

Development expenditure

Goodwill

Long-term prepaid expenses 11,819,212.96 12,771,126.83
Deferred tax asset 11,124,507.71 9,545,438.20
Other non-current assets 6,099,956.30 6,744,453 .85
Total Non-current Assets 827,121,482.39 686,505,147.77
Total assets 2,389,493,242.20 2,321,820,750.63

Current Liabilities:

Short-term borrowings

52,418,795.92

10,217,738.36

Held-for-trading financial
liabilities

Derivative financial liabilities

Notes payable

20,559,800.24

37,335,841.79

Accounts payable

182,773,808.53

162,596,838.45

Receipts in advance

6,672,836.65

11,116,659.11

Contract liabilities

6,597,357.56

Employee benefits payable 9,595,495.89 26,985,668.92
Taxes payable 2,243,767.43 1,534,242.70
Other payables 72,454,716.04 42,599,703.36
Including: Interest payable

Dividends payable 11,279,223.68

Held-for-sale liabilities

Non-current liabilities due
within one year

Other current liabilities

343,217.43

Total Current Liabilities

353,659,795.69

292,386,692.69

Non-current Liabilities:

Long-term borrowings
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Bonds payable

Including: Preferred shares

Perpetual bonds

Leasing liabilities

Long-term accounts payable

3,539,750.00

3,488,100.00

Long-term employee benefits
payable

Provisions

17,615,667.43

14,631,273.00

Deferred income

15,571,644.47

15,724,174.30

Deferred tax liabilities

Other non-current liabilities

Total Non-current
Liabilities

36,727,061.90

33,843,547.30

Total Liabilities

390,386,857.59

326,230,239.99

Owners' (or Shareholders')
Equity:

Paid-in capital (or share
capital)

451,554,411.00

451,554,411.00

Other equity instruments

Including: Preferred shares

Perpetual bonds

Capital reserve

1,328,516,411.30

1,310,939,867.82

Less: Treasury shares

Other comprehensive income

Special reserve

Surplus reserve

21,522,683.40

21,522,683.40

Retained profits 197,512,878.91 211,573,548.42
Total Owners’ (or
Shareholders’) Equity 1,999,106,384.61 1,995,590,510.64

Total Liabilities and

Owners’(or Shareholders”) 2,389,493,242.20 2,321,820,750.63
Equity
Legal representative: Person in Charge of the Accounting Body: Chief Accountant:
BO Lianming WEI Yanlin ZHAO Ruijin
Consolidated Income Statement
Jan. - Jun. 2020
Unit: Yuan Currency: RMB
Item Note Half year of 2020 Half year of 2019
1. Total operating income 716,025,207.34 853,356,964.84
Including: Operating income VII. 61 716,025,207.34 853,356,964.84
Interest income
Premiums earned
Fee and commission income
I1. Total operating costs 756,098,193.88 742,125,211.65
Including: Operating costs VII. 61 529,787,789.94 511,757,903.12

Interest expenses

Fee and commission expenses
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Surrenders
Claims and policyholder

benefits (net of amounts recoverable

from reinsurers)
Net withdrawal of insurance

contract reserves
Insurance policyholder

dividends
Expenses for reinsurance

accepted
Taxes and levies VII. 62 2,329,710.56 4,336,950.98
Sales expenses VII. 63 50,833,894.50 60,585,489.84
Administration expenses VII. 64 77,813,657.09 58,777,738.22
R&D expenses VII. 65 87,295,450.75 89,309,489.80
Financial expenses VIIL. 66 8,037,691.04 17,357,639.69
Including: Interest expense 11,612,825.87 18,267,758.92

Interest income 4,618,971.33 2,986,857.28

Add: Other income VII. 67 32,922,034.97 17,417,109.11
_ Investmentincome (lossis ) vy 65 11,726,688.51 3,460,616.55
indicated by “-”)

Including: Income from
investments in associates and joint 901,894.80 -3,458,306.31
ventures
Gains from
derecognition of financial assets at
amortized assets (loss is indicated by
)
Foreign exchange gains (loss is
indicated by “-”)
Gains from net exposure
hedges (loss is indicated by “-”)
Gains from changes in fair
values (loss is indicated by “-)
 Losses of eredit impairment | vy 7, 2,170,106.96 -761,760.88
(loss is indicated by “-)
 Impairment losses ofassets | vy 7, -12,109,681.09 -1,379,296.10
(loss is indicated by “-)
Gains from disposal of assets
(loss is indicated by “-”) VIL 73 149,620.91
Lg.‘g%eratmg profit (loss is indicated 5.214216.28 123,047.188.77

Add: Non-operating income VII. 74 270,615.48 2,330,175.84

Less: Non-operating expenses VII. 75 740,701.95 1,031,334.68
IV. Total profits (total losses are -5,684,302.75 124,346,029.93
indicated by “-”)

Less: Income tax expense VII. 76 2,693,941.42 33,140,213.74
;/y E{it)proﬁts (net losses are indicated 18.378.244.17 91.205.816.19
(I) Categorized by the continuity of operation

1. Net profits from continuing
operations (net losses are indicated by -8,378,244.17 91,205,816.19
")
2. Net profits from discontinued
operations (net losses are indicated by
")

(IT) Categorized by the ownership
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1. Net profits attributable to
shareholders of the Parent Company
(net losses are indicated by "-")

14,327,442.96

66,579,574.06

2. Profits or losses attributable to
minority shareholders (net losses are
indicated by “-”)

-22,705,687.13

24,626,242.13

VI. Other comprehensive income, net
of tax

1,039,650.57

-434,926.03

(D) Other comprehensive income
that can be attributable to owners of
the Parent Company, net of tax

1,013,815.20

-432,661.21

1. Other comprehensive income
that cannot be reclassified
subsequently to profit or loss

(1) Changes from remeasurement of
defined benefit plans

(2) Other comprehensive income that
cannot be reclassified to profit or loss
under the equity method

(3) Changes in fair value of
investments in other equity
instruments

(4) Changes in fair value of
enterprises’ own credit risks

2. Other comprehensive income
that will be reclassified to profit or
loss

1,013,815.20

-432,661.21

(1) Other comprehensive income that
will be reclassified to profit or loss
under the equity method

-135,706.31

(2) Changes in fair value of other debt
investments

(3) Amount of financial assets
reclassified to other comprehensive
income

(4) Provision for credit impairment of
other debt investments

(5) Reserve for cash flow hedges

(6) Exchange differences on
translation of financial statements
denominated in foreign currencies

1,149,521.51

-432,661.21

(7) Others

(IT) Other comprehensive income
that can be attributable to minority
shareholders, net of tax

25,835.37

-2,264.82

VII. Total comprehensive income

-7,338,593.60

90,770,890.16

(I) Total comprehensive income that
can be attributable to owners of the
Parent Company

15,341,258.16

66,146,912.85

(IT) Total comprehensive income
that can be attributable to minority
shareholders

-22,679,851.76

24,623,977.31

VIII. Earnings per share:

() Basic earnings per share 0.03 0.17
(RMB/share)
(II) Diluted earnings per share 0.03 0.17
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| (RMB/share)

For business combination involving entities under common control occurred during the period, net profit
of the acquiree generated before the business combination is nil, and net profit of the acquiree generated

in prior period is nil.

Legal representative: Person in Charge of the Accounting Body: Chief Accountant:
BO Lianming WEI Yanlin ZHAO Ruijin
Income Statement of the Parent Company
Jan. - Jun. 2020
Unit: Yuan Currency: RMB
Item Note Half year of 2020 Half year of 2019
1. Operating income XVIL 4 384,899,378.41 427,684,505.04
Less: Operating costs XVIIL 4 256,660,786.97 290,643,668.97
Taxes and levies 1,352,141.01 3,071,754.81
Sales expenses 27,526,291.43 40,844,366.05
Administration expenses 56,310,385.85 39,125,724.07
R&D expenses 51,085,854.54 56,165,426.14
Financial expenses -6,218,121.07 -126,392.93
Including: Interest expense 354,733.03 2,053,982.09
Interest income 6,827,084.77 4,133,521.27
Add: Other income 26,399,900.47 9,867,959.13
_ Tovestment income (loss is | vy 5 10,824,793.71 64,542.33
indicated by “-”)
Including: Income from
investments in associates and joint
ventures
Gains from
derecognition of financial assets at
amortized assets (loss is indicated by
“)
Gains from net exposure
hedges (loss is indicated by “-”)
Gains from changes in fair
values (loss is indicated by “-”)
Losses of credit impairment 144,581.15 859,443.66

(loss is indicated by “-”)

Impairment losses of assets
(loss is indicated by “-”)

-10,600,208.60

-1,501,552.91

Gains from disposal of assets
(loss is indicated by “-”)

II. Operating profit (loss is indicated
by G‘_”)

24,661,944.11

7,121,265.48

indicated by “-”)

Add: Non-operating income 253,319.61 2,325,793.95
Less: Non-operating expenses 350,387.34 839,436.27
III. Total profits (total losses are 24,564.876.38 8.607.623.16

Less: Income tax expense

4,758,965.06

1,257,976.90

IV. Net profits (net losses are indicated
by “_77)

19,805,911.32

7,349,646.26

(D) Net profits from continuing
operations (net losses are indicated by

19,805,911.32

7,349,646.26
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113 a:)

(IT) Net profits from discontinued
operations (net losses are indicated by

113 s:)

V. Other comprehensive income, net of
tax

(I) Other comprehensive income
that cannot be reclassified
subsequently to profit or loss

1.Changes from remeasurement
of defined benefit plans

2. Other comprehensive income
that cannot be reclassified to profit or
loss under the equity method

3.Changes in fair value of
investments in other equity
instruments

4.Changes in fair value of
enterprises’ own credit risks

(IT) Other comprehensive income
that will be reclassified to profit or
loss

1. Other comprehensive income
that will be reclassified to profit or
loss under the equity method

2. Changes in fair value of other
debt investments

3. Amount of financial assets
reclassified to other comprehensive
income

4. Provision for credit impairment
of other debt investments

5. Reserve for cash flow hedges

6. Exchange differences on
translation of financial statements
denominated in foreign currencies

7. Others

VL. Total comprehensive income 19,805,911.32 7,349,646.26
VII. Earnings per share:

(I) Basic earnings per share 0.04 0.02
(RMB/share)

(IT) Diluted earnings per share 0.04 0.02
(RMB/share)

Legal representative: Person in Charge of the Accounting Body: Chief Accountant:

BO Lianming WEI Yanlin ZHAO Ruijin

Consolidated Cash Flow Statement

Jan. - Jun. 2020

Unit: Yuan Currency: RMB
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Item

Note

Half year of 2020

Half year of 2019

I. Cash Flows from Operating
Activities:

Cash receipts from the sale of
goods and the rendering of
services

857,080,419.89

958,367,229.40

Net increase in customer
deposits and deposits from banks
and other financial institutions

Net increase in loans from the
central bank

Net increase in taking from
banks and other financial
institutions

Cash receipts from premiums
under direct insurance contracts

Net cash receipts from
reinsurance business

Net cash receipts from
policyholders’ deposits and
investment contract liabilities

Cash receipts from interest, fees
and commissions

Net increase in taking from
banks

Net increase in financial assets
sold under repurchase
arrangements

Net cash received from
securities trading agencies

Receipts of tax refunds

4,632,072.61

2,508,672.80

Other cash receipts relating to
operating activities

VII. 78

81,270,397.72

52,872,028.86

Sub-total of cash inflows
from operating activities

942,982,890.22

1,013,747,931.06

Cash payments for goods
purchased and services received

572,318,784.38

665,098,139.82

Net increase in loans and
advances to customers

Net increase in balance with the
central bank and due from banks
and other financial institutions

Cash payments for claims and
policyholders' benefits under
direct insurance contracts

Net increase in placements with
banks and other financial
institutions

Cash payments for interest, fees
and commissions

Cash payments for insurance
policyholder dividends

Cash payments to and on behalf
of employees

163,925,755.54

143,289,429.46

Payments of various types of
taxes

43,586,182.30

111,587,382.38
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Other cash payments relating to
operating activities

VII. 78

100,146,106.20

108,316,392.92

Sub-total of cash outflows
from operating activities

879,976,828.42

1,028,291,344.58

Net cash flow from
operating activities

63,006,061.80

-14,543,413.52

II. Cash Flows from Investing
Activities:

Cash receipts from disposals
and recovery of investments

1,075,000,000.00

3,700,000.00

Cash receipts from investment
income

10,824,793.71

Net cash receipts from
disposals of fixed assets,
intangible assets and other
long-term assets

3,600.00

4,467.91

Net cash receipts from
disposals of subsidiaries and other
business units

Other cash receipts relating to
investing activities

Sub-total of cash inflows
from investing activities

1,085,828,393.71

3,704,467.91

Cash payments to acquire or
construct fixed assets, intangible
assets and other long-term assets

19,930,656.68

22,513,875.95

Cash payments to acquire
investments

1,158,213,540.00

Net increase in pledged loans
receivables

Net cash payments for
acquisitions of subsidiaries and
other business units

Other cash payments relating to
investing activities

Sub-total of cash outflows
from investing activities

1,178,144,196.68

22,513,875.95

Net cash flows from
investment activities

-92,315,802.97

-18,809,408.04

IIL. Cash Flows from Financing
Activities:

Cash receipts from capital
contributions

Including: Cash receipts from
capital contributions from
minority shareholders of
subsidiaries

Cash receipts from borrowings 98,922,683.45 256,260,000.00
Other cash receipts relating to
financing activities
Sub-total of cash inflows 98,922,683.45 256,260,000.00

from financing activities

Cash repayments of borrowings

179,644,434.20

156,491,119.70

Cash payments for distribution
of dividends or profits or
settlement of interest expenses

34,547,574.58

17,090,008.81
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Including: Payments for
distribution of dividends or profits
to minority shareholders of
subsidiaries

Other cash payments relating to
financing activities

VIL 78

22,587.36

3,570,350.00

Sub-total of cash outflows
from financing activities

214,214,596.14

177,151,478.51

Net cash flows from
financing activities

-115,291,912.69

79,108,521.49

IV. Effect of Foreign Exchange

Rate Changes on Cash and Cash 1,108,215.61 -519,590.51
Equivalents

V. Net Increase in Cash and -143,493,438.25 45,236,109.42
Cash Equivalents

Add: Opening balance of cash
and cash equivalents

829,789,487.86

472,508,550.40

VI. Closing Balance of Cash and
Cash Equivalents

686,296,049.61

517,744,659.82

Legal representative: Person in Charge of the Accounting Body: Chief Accountant:
BO Lianming WEI Yanlin ZHAO Ruijin
Cash Flow Statement of the Parent Company
Jan. - Jun. 2020
Unit: Yuan Currency: RMB
Item Note Half year of 2020 Half year of 2019

I. Cash Flows from Operating
Activities:

Cash receipts from the sale of
goods and the rendering of
services

351,592,568.58

422,086,255.83

Receipts of tax refunds

3,108,523.77

Other cash receipts relating to
operating activities

147,176,514.17

183,663,872.41

Sub-total of cash inflows
from operating activities

501,877,606.52

605,750,128.24

Cash payments for goods
purchased and services received

320,604,308.34

286,971,692.80

Cash payments to and on
behalf of employees

98,194,575.75

89,454,762.70

Payments of various types of
taxes

4,579,897.88

43,848,346.80

Other cash payments relating
to operating activities

87,411,317.15

222,179,859.64

Sub-total of cash outflows
from operating activities

510,790,099.12

642,454,661.94

Net cash flow from operating
activities

-8,912,492.60

-36,704,533.70

II. Cash Flows from Investing
Activities:
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Cash receipts from disposals
and recovery of investments

1,075,000,000.00

4,635,457.67

Cash receipts from investment
income

10,824,793.71

Net cash receipts from
disposals of fixed assets,
intangible assets and other
long-term assets

3,600.00

Net cash receipts from
disposals of subsidiaries and
other business units

Other cash receipts relating to
investing activities

Sub-total of cash inflows
from investing activities

1,085,828,393.71

4,635,457.67

Cash payments to acquire or
construct fixed assets, intangible
assets and other long-term assets

14,697,925.55

18,327,199.02

Cash payments to acquire
investments

1,161,213,540.00

Net cash payments for
acquisitions of subsidiaries and
other business units

Other cash payments relating
to investing activities

Sub-total of cash outflows
from investing activities

1,175,911,465.55

18,327,199.02

Net cash flows from
investment activities

-90,083,071.84

-13,691,741.35

II1. Cash Flows from Financing
Activities:

Cash receipts from capital
contributions

Cash receipts from borrowings

52,241,387.30

132,000,000.00

Other cash receipts relating to
financing activities

Sub-total of cash inflows
from financing activities

52,241,387.30

132,000,000.00

Cash repayments of
borrowings

10,000,000.00

44,440,000.00

Cash payments for distribution

of dividends or profits or 23,000,602.77 2,432,260.06
settlement of interest expenses
Other cash payments relating 22,587.36 3,570,350.00
to financing activities
Sub-total of cash outflows 33,023,190.13 50,442,610.06

from financing activities

Net cash flows from
financing activities

19,218,197.17

81,557,389.94

IV. Effect of Foreign Exchange

Rate Changes on Cash and 295,306.01 -607,553.95
Cash Equivalents
V. Net Increase in Cash and -79,482,061.26 30,553,560.94
Cash Equivalents

Add: Opening balance of cash
and cash equivalents

524,648,100.62

295,049,085.02
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VI. Closing Balance of Cash
and Cash Equivalents

445,166,039.36

325,602,645.96

Legal representative:
BO Lianming

Person in Charge of the Accounting Body:

WEI Yanlin
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Jan. - Jun. 2020

Consolidated Statement of Changes in Owners’ Equity

Unit: Yuan Currency: RMB

ITtem

Half year of 2020

Equity attributable to owners of the Parent Company

Paid-in
capital (or

share capital)

Other equity instruments

Preferred

shares

Perpetual
bonds

Others

Capital reserve

Less:
Treasury

shares

Other
comprehensive

income

Special

reserve

Surplus

reserve

General
risk

reserve

Retained

profits

Others

Sub-total

Minority
interests

I. Closing
balance of the
preceding year

451, 554, 411. 00

1,207, 942, 318. 37

3, 287, 063. 85

22,800, 224. 13

288, 975, 820. 29

1,974, 559, 837. 64

149, 649, 306. 18

Add: Changes in
accounting
policies

1,278, 734. 88

1,278, 734. 88

-646, 507. 57

Correction
s of prior
period errors

Business
combination
involving
entities under
common control

Others

II. Opening
balance of the
current year

451, 554, 411. 00

1,207, 942, 318. 37

3, 287, 063. 85

22, 800, 224. 13

290, 254, 555. 17

1,975, 838, 572. 52

149, 002, 798. 61

ITI. Changes
for the year
(decrease is
indicated by
“_» )

16, 084, 702. 84

1,013, 815. 20

-19, 539, 137. 87

-2, 440, 619. 83

-21,188,011. 12

(I) Total
comprehensive
income

1,013, 815. 20

14, 327, 442. 96

15, 341, 258. 16

-22,679,851.76

(II) Owners’
contributions
and reduction
in capital

16, 084, 702. 84

16, 084, 702. 84

1, 491, 840. 64

1. Ordinary
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shares
contributed by
owners

2. Capital
contribution
fromholders of
other equity
instruments

3. Share—based
payment

recognized in
owners’ equity

16, 084, 702. 84

16, 084, 702. 84

1,491, 840. 64

4. Others

(IT1) Profit
distribution

-33, 866, 580. 83

-33, 866, 580. 83

1. Transfer to
surplus
reserve

2. Transfer to
general
reserve

3.

Distributions
to owners (or
shareholders)

-33, 866, 580. 83

-33, 866, 580. 83

4. Others

(IV) Transfers
within
owners’
equity

1.
Capitalization
of capital
reserve

2
Capitalization
of capital
reserve

3. Loss offset
by surplus
reserve

4. Retained
earnings
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carried
forward from
changes in
defined
benefit plans

5. Retained
earnings
carried
forward from
other
comprehensive
income

6. Others

(V) Special
reserve

1. Transfer to
special
reserve in the
period

2. Amount
utilized in the
period

(VI) Others

IV. Closing
balance of the
current year

451, 554, 411. 00

1,224, 027,021. 21

4,300, 879. 05

22,800, 224. 13

270,715, 417. 30

1,973, 397, 952. 69

127,814, 787. 49

Item Half year of 2019
Equity attributable to owners of the Parent Company
Minori
Paid-in capital Other equity instruments Less: Other . General . int :y Total Owner's |
(or sh Canital T hensi Special Surplus " Retained Others Sub-total nterests
or share apital reserve reasu comprehensive ris -
) Preferred | Perpetual Others P Y p reserve reserve profits

capital) shares bonds shares income reserve
I. Closing
balance of the 383,554,411.00 205,995,596.85 1,044,703.00 12,695,712.93 112,623,054.78 715,913,478.56 | 110,985,548.13 82

preceding year

Add: Changes
in accounting
policies

Correctio
ns of prior
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period errors

Business
combination
involving
entities under
common
control

Others

II. Opening
balance of the
current year

383,554,411.00

205,995,596.85

1,044,703.00

12,695,712.93

112,623,054.78

715,913,478.56

110,985,548.13

82

III. Changes
for the year

(decrease is

indicated by
“)

-432,661.21

66,579,574.06

66,146,912.85

24,623,977.31

(1) Total
comprehensive
income

-432,661.21

66,579,574.06

66,146,912.85

24,623,977.31

(II) Owners’
contributions
and reduction
in capital

1. Ordinary
shares
contributed by
owners

2. Capital
contribution
from holders
of other equity
instruments

3. Share-based
payment
recognized in
owners' equity

4. Others

(II0) Profit
distribution

1. Transfer to
surplus reserve

2. Transfer to
general
reserve

3.

Distributions
to owners (or
shareholders)

4. Others
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(IV) Transfers
within owners’
equity

1.
Capitalization
of capital
reserve

2.
Capitalization
of capital
reserve

3. Loss offset
by surplus
reserve

4 Retained
earnings
carried
forward from
changes in
defined benefit
plans

5.Retained
earnings
carried
forward from
other
comprehensive
income

6.0thers

(V) Special
reserve

1. Transfer to
special reserve
in the period

2. Amount
utilized in the
period

(VI) Others

IV. Closing
balance of the
current year

383,554,411.00

205,995,596.85

612,041.79

12,695,712.93

179,202,628.84

782,060,391.41

135,609,525.44

91’

Legal representative:
BO Lianming

Person in Charge of the Accounting Body:

WEI Yanlin
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Statement of Changes in Owners’ Equity of the Parent Company

Jan. - Jun. 2020

Unit: Yuan Currency: RMB

Item

Half year of 2020

Paid-in capital
(or share capital)

Other equity instruments

Preferre
d shares

Perpetua
1 bonds

Other
S

Capital reserve

Less:
Treasur
y shares

Other
comprehensiv
e income

Specia
1
reserv
e

Surplus reserve

Retained profits

Total Owner's
Equity

I. Closing
balance of the
preceding year

451, 554, 411.0
0

1, 310, 939, 867. 8
2

21,522, 683. 4
0

211,573, 548. 4
2

1, 995, 590, 510. 6

4

Add: Changes
in accounting
policies

Correctio
ns of prior
period errors

Others

II. Opening
balance of the
current year

451, 554,411.0
0

1, 310, 939, 867. 8
2

21,522, 683. 4
0

211,573, 548. 4
2

1, 995, 590, 510. 6

4

III. Changes
for the year
(decrease is
indicated by

113 ”)

17, 576, 543. 48

-14,060,669.51

3,515,873.97

(I) Total
comprehensiv
¢ income

19,805,911.32

19,805,911.32

(II) Owners’
contributions
and reduction
in capital

17, 576, 543. 48

17, 576, 543. 48

1. Ordinary
shares
contributed by
owners

2. Capital
contribution
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from holders
of other equity
instruments

3. Share-based
payment
recognized in
owners' equity

17,576, 543. 48

17,576, 543. 48

4. Others

(I1I) Profit
distribution

=33, 866, 580. 8
3

-33, 866, 580. 83

1. Transfer to
surplus
reserve

2.

Distributions
to owners (or
shareholders)

-33, 866, 580. 8
3

-33, 866, 580. 83

3. Others

(IV) Transfers
within
owners’
equity

1.
Capitalization
of capital
reserve

2.
Capitalization
of capital
reserve

3. Loss offset
by surplus
reserve

4 Retained
earnings
carried
forward from
changes in
defined
benefit plans
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5.Retained
earnings
carried
forward from
other
comprehensiv
€ income

6.0thers

(V) Special
reserve

1. Transfer to
special reserve
in the period

2. Amount
utilized in the
period

(VI) Others

IV. Closing
balance of the
current year

451,554,411.00

1,328,516,411.30

21,522,683.40

197,512,878.91

1,999,106,384.61

Half year 0of 2019
ftem Paid-in capital Orhier euty strurients Capital reserve TrI;:zss?l: com c;gllli;sive Special Surplus reserve | Retained profits Total Owner's
(or share capital) | Preferred | Perpetual Others P Y P reserve P P Equity
shares bonds shares income
I. Closing

balance of the
preceding year

383, 554, 411. 00

308, 318, 059. 21

11,418, 172. 20

120, 632, 947. 59

823, 923, 590. 00

Add: Changes
in accounting
policies

Corrections
of prior period
errors

Others

II. Opening
balance of the
current year

383, 554, 411. 00

308, 318, 059. 21

11, 418, 172. 20

120, 632, 947. 59

823, 923, 590. 00
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III. Changes for
the year
(decrease is
indicated by

113 ”)

7, 349, 646. 26

7, 349, 646. 26

(I) Total
comprehensive
income

7, 349, 646. 26

7, 349, 646. 26

(II) Owners’
contributions
and reduction in
capital

1. Ordinary
shares
contributed by
owners

2. Capital
contribution
from holders of
other equity
instruments

3. Share-based
payment
recognized in
owners' equity

4. Others

(I11) Profit
distribution

1. Transfer to
surplus reserve

2. Distributions
to owners (or
sharecholders)

3. Others

(IV) Transfers
within owners’
equity

1. Capitalization
of capital
reserve
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2. Capitalization
of capital
reserve

3. Loss offset by
surplus reserve

4 Retained
earnings carried
forward from
changes in
defined benefit
plans

5.Retained
earnings carried
forward from
other
comprehensive
income

6.0thers

(V) Special
reserve

1. Transfer to
special reserve
in the period

2. Amount
utilized in the
period

(VI) Others

IV. Closing 383,554,411.00 308,318,059.21 11,418,172.20 127,982,593.85 831,273,236.26
balance of the
current year

Legal representative: Person in Charge of the Accounting Body: Chief Accountant:
BO Lianming WEI Yanlin ZHAO Ruijin
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II1. Company profile
1. Profile

\ Applicableo N/A
Appotronics Corporation Limited (hereinafter referred to as “Company” or “the Company”), formally

named as Appotronics Corporation Ltd.(hereinafter referred to as “Appotronics Ltd.”), was jointly
invested and established by LI Yi and XU Yanzheng and registered in Nanshan Branch of Market
Supervision and Regulation Bureau of Shenzhen Municipality on October 24, 2006 with the business
license numbered in 4403011245637. Upon establishment, the registered capital of Appotronics Inc. was
RMB 100,000. On May 31, 2018, the benchmark date, Appotronics Inc was changed into a company
limited by shares as a whole. On July 20, 2018, the Company completed the registration in Nanshan
Branch of Market Supervision and Regulation Bureau of Shenzhen Municipality and headquartered in
Shenzhen, Guangdong Province. The Company now holds the business license with the unified social
credit code of 91440300795413991N and has registered capital amounted to RMB 451,554,411.00. The
Company has 451,554,411 shares in total (with the par value of RMB 1 per share). The Company’s
shares were listed for trading on Shanghai Stock Exchange on July 22, 2019.

The Company can be classified into the computer, communication and other electronic equipment
manufacturing industry. It mainly engages in research and development, production, sales and services
of laser display core devices and complete equipment, and can provide customers with technical
research and development services and customized products.

This financial statements have been approved by the Company’s twenty-fifth session of the first board of
directors on August 25, 2020 for public disclosure.

2. Scope of consolidated financial statements

\ Applicableo N/A
The Company has included 20 subsidiaries into the consolidated financial statements for the current

period, including Appotronics Timewaying (Beijing) Technology Co., Ltd., Shenzhen Appotronics
Software Technology Co., Ltd., Shenzhen City Appotronics Xiaoming Technology Co., Ltd., Beijing
Orient Appotronics Technology Co., Ltd., Fengmi (Beijing) Technology Co., Ltd., CINEAPPO Laser
Cinema Technology (Beijing) Co., Ltd., Shenzhen Appotronics Laser Display Technology Co., Ltd.,
Shenzhen Appotronics Laser Technology Co., Ltd., Qingda Appotronics (Xiamen) Technology Co., Ltd.,
Shenzhen Appotronics Home Line Technology Co., Ltd., Appotronics Hong Kong Limited, Appotronics
USA, Inc., Fabulus Technology Hong Kong Limited, JoveAl Limited, JoveAl Innovation, Inc.,
FORMOVIE TECHNOLOGY INC, WEMAX LLC, JOVEAI ASIA COMPANY LIMITED, Shenzhen
Appotronics Display Device Co., Ltd. and other subsidiaries. Refer to descriptions in IX of Section XI

for details.

IV. Basis of preparation of financial statements
1. Basis of preparation
The Company’s financial statements are prepared on a going-concern basis.
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2. Going concern

\ Applicableo N/A
The Company has detected no events or circumstances that may cast significant doubt upon its ability to
continue as a going concern within 12 months from the reporting period.

V. Significant accounting policies and accounting estimates

Specific accounting policies and accounting estimates:
\ Applicableo N/A

The Company establishes the specific accounting policies and makes the specific accounting estimates
with respect to the impairment of financial instruments, depreciation of fixed assets, amortization of
intangible assets, recognition of revenues and other transactions and events according to the actual
production and operation characteristics of the Company.

1. Statement of compliance with the Accounting Standards for Business Enterprises

The financial statements prepared by the Company conform to the requirements of the Accounting
Standards for Business Enterprises and truly and completely reflect the Company’s financial position,
operating results, changes in shareholders' equity, cash flows and other related information.

2. Accounting period
The Company’s accounting year is from January 1 to December 31 of each calendar year.
3. Operating cycle

\ Applicableo N/A
The Company has a relatively short operating cycle, and determines the liquidity of assets and liabilities
on the basis of 12 months.

4. Functional currency
The Company adopts RMB as its functional currency.

5. The accounting treatment of business combinations involving entities under common control
and not involving entities under common control

\ Applicableo N/A
1. Accounting treatment of business combinations involving entities under common control

Assets and liabilities acquired from a business combination by the Company are measured at the
carrying amounts of the assets and liabilities of the acquiree in the consolidated financial statements of
the ultimate controller at the date of combination. The difference between the carrying amount of the
owners’ equity of the acquiree as stated in the consolidated financial statements of the ultimate
controller and the carrying amount of the total consideration paid or total par value of the shares issued
in connection with the combination is treated as an adjustment to the capital reserve. In case the capital
reserve is not sufficient to absorb the difference, the remaining balance is adjusted against the retained
earnings.

2. Accounting treatment of business combinations not involving entities under common control

Where the cost of combination exceeds the Company’s interest in the fair value of the acquiree’s
identifiable net assets, the difference is recognized as goodwill. Where the cost of combination is less
than the Company’s interest in the fair value of the acquiree’s identifiable net assets, the Company
firstly reassesses the fair values of the acquiree’s identifiable assets, liabilities and contingent liabilities
and the measurement of the cost of combination. If after that reassessment, the cost of combination is
still less than the Company’s interest in the fair value of the acquiree’s identifiable net assets, the

acquirer recognizes the remaining difference immediately in profit or loss for the current period.
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6. Method of preparation of consolidated financial statements

\ Applicableo N/A
The parent company includes all of its controlled subsidiaries in its consolidated financial

statements. The consolidated financial statements are prepared by the parent company in accordance
with the Accounting Standards for Business Enterprises No. 33 -- Consolidated Financial Statements, on
the basis of the respective financial statements of the parent company and its subsidiaries, by reference
to other relevant data.

7. Classification of joint arrangements and accounting treatment of joint operations

\ Applicablen N/A
1. Joint arrangements are classified into joint operations and joint ventures.

2. When the Company is a party to a joint operation, the Company recognizes the following items
relating to its interest in the joint operation:

(1) the assets individually held by the Company, and the Company’s share of the assets held jointly;

(2) the liabilities incurred individually by the Company, and the Company’s share of the liabilities
incurred jointly;

(3) the Company’s revenue from the sale of its share of output of the joint operation;

(4) the Company’s share of revenue from the sale of assets by the joint operation; and

(5) the expenses incurred individually by the Company, and the Company’s share of the expenses
incurred jointly.
8. Recognition of cash and cash equivalents

Cash represented in the statement of cash flows comprises cash on hand and deposits that can be readily
withdrawn on demand. Cash represented in the statement of cash flows comprises cash on hand and
deposits that can be readily withdrawn on demand (generally, within three months from the date of
acquisition). Cash equivalents are the Group's short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

9. Translation of transactions and financial statements denominated in foreign currencies

\ Applicableo N/A
1. Transactions denominated in foreign currencies

A foreign currency transaction is recorded in RMB, on initial recognition, by applying the spot
exchange rate on the date of the transaction. At the balance sheet date, foreign currency monetary items
are translated into RMB using the spot exchange rates at the balance sheet date. Exchange differences
arising from such translations are recognized in profit or loss for the current period, except for those
attributable to foreign currency borrowings that have been taken out specifically for the acquisition or
construction of qualifying assets and accrued interest. Non-monetary items denominated in foreign
currencies that are measured at historical cost are translated using the foreign exchange rates ruling at
the transaction dates, without adjusting the amounts in RMB. Non-monetary items denominated in
foreign currencies that are measured at fair value are translated using the foreign exchange rates
prevailing at the dates when the fair value was determined, with exchange differences arising from such
translations recognized in profit or loss for the current period or other comprehensive income.

2. Translation of financial statements denominated in foreign currencies
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Asset and liability items on the balance sheet are translated at the spot exchange rate prevailing at
the balance sheet date; shareholders' equity items other than "retained profits” are translated at the spot
exchange rates at the dates on which such items arose; income and expense items in the income
statement are translated at the exchange rates that approximate the actual spot exchange rates on the
dates of the transactions. Exchange differences arising from such translations are recognized in other
comprehensive income.

10. Financial instruments

\ Applicableo N/A
1. Classification of financial assets and financial liabilities

On initial recognition, the Company’s financial assets are classified into three categories, including
(1) financial assets at amortized cost; (2) financial assets at fair value through other comprehensive
income; and (3) financial assets at fair value through profit or loss for the current period.

Upon initial recognition, the Company’s financial liabilities are classified into four categories,
including (1) financial liabilities at fair value through profit or loss for the current period; (2) financial
liabilities arising as a result of the transfer of financial assets not meeting the criteria for derecognition or
continuing involvement in the financial assets transferred; (3) financial guarantee contracts not falling
under Clauses (1) and (2), and loan commitments not falling under Clause (1) and below market interest
rate; and (4) financial liabilities at amortized cost.

2. Recognition, measurement and derecognition of financial assets and financial liabilities

(1) Recognition and initial measurement of financial assets and financial liabilities

When the Company becomes a party to a financial instrument contract, a financial asset or liability
is recognized. Financial assets and liabilities are initially measured at fair value. Transaction costs
relating to financial assets or liabilities at fair value through profit or loss are directly recognized in
profit or loss for the current period. Transaction costs relating to other kinds of financial assets or
liabilities are included in their initially recognized amount. However, the accounts receivable, if do not
contain any significant financing component or are recognized by the Company without taking into
consideration the financing components under the contracts with a term of less than one year upon initial
recognition, are initially measured at transaction price.

(2) Subsequent measurement of financial assets

1) Financial assets at amortized cost

Financial assets at amortized cost are subsequently measured at amortized cost using the effective
interest method. Gains or losses arising from financial assets at amortized cost that do not belong to any
hedging relationship are recognized in profit or loss for the current period upon derecognition,
reclassification, amortization using the effective interest method or recognition of impairment.

2) Investments in debt instruments at fair value through other comprehensive income

Investments in debt instruments at fair value through other comprehensive income are subsequently
measured at fair value. Interest, impairment losses or gains and exchange gains or losses calculated

using the effective interest method are recognized in profit or loss for the current period, and other gains
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or losses are recognized in other comprehensive income. Upon derecognition, the aggregate gains or
losses previously recognized in other comprehensive income are transferred to profit or loss for the
current period.

3) Investments in equity instruments at fair value through other comprehensive income

Investments in equity instruments at fair value through other comprehensive income are
subsequently measured at fair value. Dividends received (other than those received as recovery of
investment cost) are recognized in profit or loss for the current period, and other gains or losses are
recognized in other comprehensive income. Upon derecognition, the accumulated gains or losses
previously recognized in other comprehensive income are transferred to retained earnings.

4) Financial assets at fair value through profit or loss for the current period

Financial assets at fair value through profit or loss for the current period are subsequently measured
at fair value, with gains or losses arising therefrom, including interest and dividend income, recognized
in profit or loss for the current period, except the financial assets belonging to any hedging relationship.

(3) Subsequent measurement of financial liabilities

1) Financial liabilities at fair value through profit or loss for the current period

Financial liabilities at fair value through profit or loss for the current period include financial
liabilities held for trading (including derivatives classified as financial liabilities), and financial liabilities
directly designated as at fair value through profit or loss for the current period. Such financial liabilities
are subsequently measured at fair value. Changes in the fair value of financial liabilities designated as at
fair value through profit or loss for the period arising out of changes in the Company’s own credit risk
are recognized in other comprehensive income, unless such treatment will result in or increase any
accounting mismatch in profit or loss. Other gains or losses arising from such financial liabilities,
including interest expenses and changes in fair value not arising out of changes in the Company’s own
credit risk, are recognized in profit or loss for the current period, except the financial liabilities
belonging to any hedging relationship. Upon derecognition, the accumulated gains or losses previously
recognized in other comprehensive income are transferred to retained earnings.

2) Financial liabilities arising as a result of the transfer of financial assets not meeting the criteria
for derecognition or continuing involvement in the financial assets transferred

Such financial liabilities are measured in accordance with the Accounting Standards for Business
Enterprises No. 23 -- Transfer of Financial Assets.

3) Financial guarantee contracts not falling under Clauses 1) and 2), and loan commitments not
falling under Clause 1) and below market interest rate

Such financial liabilities are subsequently measured at the higher of (1) provision for impairment
losses determined according to the policy for impairment of financial instruments; and (2) balance of the
initially recognized amount after deduction of the accumulated amortization determined in accordance
with the relevant policy.

4) Financial liabilities at amortized cost

Financial liabilities at amortized cost are subsequently measured at amortized cost using the

133/234



2020 Semiannual Report

effective interest method. Gains or losses on financial liabilities at amortized cost that do not belong to
any hedging relationship are recognized in profit or loss for the current period upon derecognition or
amortization using the effective interest method.

(4) Derecognition of financial assets and financial liabilities

1) Financial assets are derecognized when:

(1) the contractual right to receive cash flows from the financial assets has expired; or

(2) the financial assets have been transferred and such transfer meets the criteria for derecognition
of financial assets as set forth in the Accounting Standards for Business Enterprises No. 23 -- Transfer of
Financial Assets.

2) A financial liability (or part thereof) is derecognized when all or part of the outstanding
obligations thereon have been discharged.

3. Recognition and measurement of financial assets transferred

When a financial asset of the Company is transferred, if substantially all the risks and rewards
incidental to the ownership of the financial asset have been transferred, the financial asset is
derecognized, and the rights and obligations incurred or retained in such transfer are separately
recognized as assets or liabilities (as the case may be); if substantially all the risks and rewards
incidental to the ownership of the financial asset have been retained, the financial asset transferred
continues to be recognized. If the Company neither transferred nor retained a substantial portion of all
risks and rewards incidental to the ownership of the financial asset, then: (1) if the Company does not
retain control over the financial asset, the financial asset is derecognized, and the rights and obligations
incurred or retained in such transfer are separately recognized as assets or liabilities (as the case may be);
and (2) if the Company retains control over the financial asset, the financial asset continues to be
recognized to the extent of the Company’s continuing involvement in the financial asset transferred, and
a corresponding liability is recognized.

If an entire transfer of a financial asset meets the criteria for derecognition, the difference between
(1) the carrying amount of the financial asset transferred at the date of derecognition; and (2) the sum of
the consideration received from the transfer and the portion of the accumulated amount of changes in
fair value directly recorded as other comprehensive income originally that corresponds to the part
derecognized (where the financial asset transferred is an investment in debt instruments at fair value
through other comprehensive income) is recognized in profit or loss for the current period. If part of a
financial asset is transferred and the part transferred entirely meets the criteria for derecognition, the
total carrying amount of the financial asset immediately prior to the transfer is allocated between the part
derecognized and the part not derecognized in proportion to their relative fair value at the date of transfer,
and the difference between (1) the carrying amount of the part derecognized; and (2) the sum of the
consideration received from the transfer of the part derecognized and the portion of the accumulated
amount of changes in fair value directly recorded as other comprehensive income originally that
corresponds to the part derecognized (where the financial asset transferred is an investment in debt

instruments at fair value through other comprehensive income) is recognized in profit or loss for the
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current period.

4. Determination of fair value of financial assets and financial liabilities

The Company adopts the valuation techniques applicable to the current situations and with
sufficient data available and support of other information, to determine the fair value of financial assets
and financial liabilities. The Company classifies the inputs used by the valuation techniques in the
following levels and uses them in turn:

(1) Level 1 inputs: quoted market price (unadjusted) in an active market for an identical asset or
liability available at the date of measurement;

(2) Level 2 inputs: inputs other than inputs included within Level 1 that are observable directly or
indirectly. This category includes quoted prices for similar assets or liabilities in active markets, quoted
prices for identical or similar assets or liabilities in inactive markets, observable inputs other than quoted
prices (such as interest rate and yield curves observable during regular intervals of quotation), and inputs
validated by the market;

(3) Level 3 inputs: inputs that are unobservable. This category includes interest rate or stock
volatility that cannot be directly observed or validated by observable market data, future cash flows from
retirement obligation incurred in business combinations, and financial forecasts made using own data.

5. Impairment of financial instruments

(1) Measurement and accounting treatment of impairment of financial instruments

The Company determines the impairment and assesses provision for impairment losses of financial
assets at amortized cost, investments in debt instruments at fair value through other comprehensive
income, lease receivable, loan commitments other than financial liabilities designated at fair value
through profit or loss for the current period, and financial guarantee contracts other than financial
liabilities designated at fair value through profit or loss for the current period and financial liabilities
arising as a result of the transfer of financial assets not meeting the criteria for derecognition or
continuing involvement in the financial assets transferred, on the basis of expected credit losses.

Expected credit loss is the weighted average of credit losses on financial instruments taking into
account the possibility of default. Credit loss is the difference between all contractual cash flows
receivable under the contract and estimated future cash flows discounted at the original effective interest
rate, i.e. the present value of all cash shortage, wherein the Company’s purchased or originated financial
assets that have become credit impaired are discounted at their credit-adjusted effective interest rate.

With respect to purchased or originated financial assets that have become credit impaired, at the
balance sheet date, the Company recognizes a loss allowance equal to the accumulated amount of
changes in lifetime expected credit losses since initial recognition.

With respect to accounts receivable that do not contain any significant financing component or are
recognized by the Company without taking into consideration the financing components under the
contracts with a term of less than one year, the Company uses the simple measurement method and

recognizes a loss allowance equal to the lifetime expected credit loss.
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With respect to financial assets not using the measurement methods stated above, at each balance
sheet date, the Company assesses whether the credit risk has increased significantly since initial
recognition, and recognizes a loss allowance equal to the lifetime expected credit loss if the credit risk
has increased significantly since initial recognition, or to the expected credit losses within the next 12
months if the credit risk has not increased significantly since initial recognition.

The Company uses reasonable and supportable information, including forward-looking information,
and compares the possibility of default at the balance sheet date with the possibility of default upon
initial recognition, to determine whether the credit risk of the financial instruments has increased
significantly since initial recognition.

At the balance sheet date, if the Company determines that a financial instrument only has low credit
risk, the Company assumes that its credit risk has not increased significantly since initial recognition.

The Company assesses expected credit risk and measures expected credit losses of financial
instruments individually or collectively. When assessing the financial instruments collectively, the
Company includes the financial instruments in different groups according to their common risk
characteristics.

At each balance sheet date, the Company re-assesses the expected credit losses, with the amount of
increase in or reversal of loss allowance recognized in profit or loss for the current period as impairment
losses or gains. With respect to a financial asset at amortized cost, its carrying amount recorded in the
balance sheet is written off against the loss allowance. With respect to an investment in debt instruments

at fair value through other comprehensive income, the Company recognizes the loss allowance in other

comprehensive income, without reducing its carrying amount.

(2) Financial instruments for which expected credit risk is assessed and expected credit losses are

measured collectively

Item

Basis for determining a group

Method for measuring
expected credit losses

Other receivables - group of
deposit and security receivable

Other receivables- group of
withholding receivable

Nature of receivables

Other receivables - group of
receivables from related parties
in the scope of consolidation

Receivables from related
parties in the scope of
consolidation

Other receivables - grouping

by aging

Aging

By reference to historic credit
loss experience, and taking
into account the current
situations and prediction of
future economic conditions,
calculate the expected credit
losses according to the default
risk exposure and 12-month or
rate of lifetime expected credit
loss.

(3) Accounts receivable for which expected credit losses are measured collectively

1) Groups and method for measuring expected credit losses

Item

Basis for determining a group

Method for measuring expected
credit losses

Bank acceptance bills receivable

Commercial acceptance bills
receivable

Type of notes

By reference to historic credit
loss experience, and taking into
account the current situations and

Accounts receivable - group of
receivables from related parties

Receivables from related parties
in the scope of consolidation

prediction of future economic
conditions, calculate the
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in the scope of consolidation expected credit losses according
to the default risk exposure and
rate of lifetime expected credit
loss.

By reference to historic credit
loss experience, and taking into
account the current situations and
prediction of future economic
Aging conditions, prepare a comparison
by aging table of the aging of accounts
receivable and rate of lifetime
expected credit loss, and
calculate the expected credit
losses.

Accounts receivable - grouping

2) Accounts receivable - comparison table of the age of accounts receivable and rate of lifetime

expected credit loss

Accounts receivable
Aging Rate of expected credit loss for accounts
receivable (%)
Within 1 year (including, the same below) 5.00
1-2 years 25.00
2-3 years 50.00
Over 3 years 100.00

6. Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are presented in the balance sheet separately, without
offsetting each other. However, the Company may represent the financial assets and financial liabilities
on a net basis in the balance sheet only if: (1) the Company has a legal right that is currently enforceable
to set off the recognized financial assets and financial liabilities, and (2) the Company intends either to
settle on a net basis, or to realize the financial asset and settle the financial liability simultaneously.

With respect to the transfer of financial assets not meeting the criteria for derecognition, the

Company does not offset the financial assets transferred against the relevant liabilities.

11. Notes receivable
Method for recognition of expected credit losses of notes receivable and relevant accounting
treatments

\ Applicablen N/A
The Company's method for recognition of expected credit losses of notes receivable and relevant
accounting treatments are disclosed in V10 of Section X in details.

12. Accounts receivable
Method for recognition of expected credit losses of accounts receivable and relevant
accounting treatments

\ Applicableo N/A
The Company's method for recognition of expected credit losses of accounts receivable and relevant
accounting treatments are disclosed in V.10 of Section X in details.

13. Receivables financing

\ Applicableo N/A
The Company's policies on receivables financing are disclosed in V10 of Section X in details.
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14. Other receivables

Method for recognition of expected credit losses of other receivables and relevant
accounting treatments

\ Applicableo N/A
The Company's method for recognition of expected credit losses of other receivables and relevant
accounting treatments are disclosed in V10 of Section X in details.

15. Inventories

\ Applicableo N/A
1. Categories of inventories

Inventories mainly include finished goods or commodities held for sale in the ordinary course of
businesses, work in progress in the process of production or materials and supplies consumed in the
process of production or rendering service.

2. Valuation method of inventories upon delivery

The actual cost of inventories upon delivery is calculated using the moving weighted average
method.

3. Basis for determining net realizable value of inventories

At the balance sheet date, inventories are measured at the lower of cost and net realisable value. If
the net realisable value is below the cost of inventories, a provision for decline in value of inventories is
made. For inventories directly used for sale, the net realizable value is determined as the estimated
selling price in the ordinary course of business less the estimated costs necessary to make the sale and
relevant taxes. For inventories required for processing, the net realizable value is determined as the
estimated selling price of finished goods in the ordinary course of business less the estimated costs of
completion, and the estimated costs necessary to make the sale and relevant taxes. As at the balance
sheet date, if in the same item of inventories, some are agreed with contractual prices while the others
are not, the net realizable value for such inventories is determined separately, and compared with the
costs of the two parts of inventories distinctively, as to determine the provisions or reversal of provisions
for decline in value of inventories separately.

4. Inventory count system

The perpetual inventory system is maintained for stock system.

5. Amortization method for low cost and short-lived consumable items and packaging materials

(1) Low cost and short-lived consumable items

Low cost and short-lived consumable items are amortized using the immediate write-off method.

(2) Packaging materials

Low cost and short-lived consumable items are amortized using the immediate write-off method.

16. Contract assets
(1). Recognition method and criteria of contract assets
\ Applicableo N/A
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Contract assets refer to the rights of the Company for collecting the considerations for goods or
services that have been transferred to customers, which rights depend on factors other than the lapse of

time.

(2). Method for recognition of expected credit losses of contract assets and relevant
accounting treatiments

\ Applicableo N/A
The Company adopted the simplified model of expected credit losses for contract assets, that is, the

loss provision is made according to the amount of expected credit losses during the entire lifetime.
The Company considered all reasonable and supportable information, including forward-looking

information, and estimated the expected credit losses of contract assets on the individual or group basis.

17. Held-for-sale assets

\ Applicableo N/A
1. Categories of non-current assets or disposal group classified as held-for-sale

Non-current assets or disposal groups classified as held for sale are required to satisfy the following
conditions: (1) the assets or disposal groups are available for immediate sale in its present condition
subject only to terms that are usual and customary for sales of such asset or disposal group; (2) the sale
is highly probable, i.e. the Company has made a resolution about selling plan and obtained a confirmed
purchase commitment and the sale is expected to be completed within one year.

Non-current assets or disposal groups acquired by the Company for resale only are classified as
held for sale at the acquisition date if the assets or disposal groups can satisfy the condition that* the sale
is expected to be completed within one year” at the acquisition date and are highly probable to meet
other conditions for being classified as held for sale in a short term (within 3 months in general).

Despite transactions between unrelated parties not completed within one year, the Company
continues to classify as held for sale the non-current assets or disposal groups that the Company still
undertakes to sell if the failure in completion is due to one of the following reasons beyond the
Company's control: (1) purchasers or other parties set conditions unexpectedly, which has led to a sale
deferral, but the Company has taken measures promptly in response to such conditions and expects to
solve the delay problem within one year from date when conditions leading to the sale deferral are set; (2)
there are rare circumstances occurring, as a result of which non-current assets or disposal groups
classified as held for sale fail to be sold, but the Company has taken necessary measures in the initial
year to address these new circumstances to enable the non-current assets or disposal groups to satisfy
classification criteria of held-for-sale category.

2. Measurement of non-current assets or disposal groups classified as held for sale

(1) Initial and subsequent measurement

When the Company measures the non-current assets or disposal groups classified as held for sale
upon initial recognition or re-measures them at the balance sheet date, if their carrying amount is higher
than the net amount of their fair value less costs to sell, the carrying amount should be reduced to the net

amount of fair value less costs to sell, and such reduction is recognized in impairment loss of assets and
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included in profit or loss for the current period with a provision for impairment loss of held-for-sale
assets made.

Non-current assets or disposal groups classified as held for sale at the acquisition date are measured
at the lower of their initial amount measured at the assumption of not being classified as held for sale
and the net amount of fair value less costs to sell. Except non-current assets or disposal groups acquired
through business combination, the balance of non-current assets or disposal groups incurred by
recognizing the net amount of fair value less costs to sell as the initial measurement amount is included
in profit or loss for the current period.

Impairment losses recognized in disposal groups classified as held for sale are firstly offset against
the carrying amount of goodwill in the disposal groups and then offset against the carrying amount of
each non-current asset in proportion to their shares in the disposal groups.

When the non-current assets held for sale or in the disposal groups make no provision of
depreciation or amortization, the interests incurred by the liabilities and other expenses in the disposal
groups held for sale shall continue to be recognized.

(2) Accounting treatment for reversal of impairment loss of assets

When there is an increase in the net amount of fair value of non-current assets held for sale less
costs to sell at the balance sheet date subsequently, the original deduction should be reversed in
impairment loss of assets recognized after the classification of held-for-sale category, and the reverse
amount is included in profit or loss for the current period. No reversion is made for the impairment loss
of assets recognized before the classification of held-for-sale category.

When there is increase in the net amount of fair value of disposal groups held for sale less costs to
sell at the balance sheet date subsequently, the original deduction should be reversed in impairment loss
of non-current assets recognized after the classification of held-for-sale category, and the reverse amount
is include in profit or loss for the period. No reversion is made for the carrying amount of goodwill that
has been offset and the impairment loss of non-current assets recognized before the classification of
held-for-sale category.

The reversed amount of impairment loss of assets recognized in disposal groups held for sale is
added to the carrying amount of each non-current asset other than goodwill in proportion to their shares
in the disposal groups.

(3) Accounting treatment for discontinued classification of held for sale and derecognition

When a non-current asset or disposal group ceases to be classified as held for sale since it no longer
meets the criteria for classification of held-for-sale category, or when a non-current asset is removed
from a disposal group classified as held for sale, the non-current asset or disposal group is measured at
the lower of: 1) the carrying amount recognized before classification of held-for-sale category, subject to
the amount adjusted according to depreciation, amortization or impairment that would have been
recognized if it had not been classified as held for sale; and 2) the recoverable amount.

Gains or losses from derecognized non-current assets or disposal groups classified as held for sale

that have not been recognized are included in profit or loss for the current period.

140/ 234



2020 Semiannual Report

18. Debt investments

Method for recognition of expected credit losses of debt investments and relevant accounting
treatments

o Applicable\/ N/A

19. Other debt investments

Method for recognition of expected credit losses of other debt investments and relevant
accounting treatments

o Applicable\/ N/A

20. Long-term receivables

Method for recognition of expected credit losses of long-term receivables and relevant
accounting treatments

o ApplicableN N/A

21. Long-term equity investments

\ Applicablen N/A
1. Judgments on joint control and significant influence

Joint control is the contractually agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities of such arrangement require unanimous consent of the
parties sharing control. Significant influence is the power to participate in the financial and operating
policy making of an entity, but does not control or jointly control over those policies.

2. Determination of investment cost

(1) In case of an equity investment acquired through a business combination involving entities
under common control, if the acquirer pays consideration for the business combination by cash, transfer
of non-monetary assets, assumption of liabilities or issuance of equity securities, the initial investment
cost of the long-term equity investment is the Company’ s share of the carrying amount of the
owners’ equity of the acquiree in the consolidated financial statements of the ultimate controller at the
date of combination. The difference between: (i) the initial investment cost of the long-term equity
investment; and (ii) the carrying amount of the consideration paid for the combination or the total par
value of the shares issued is treated as an adjustment to the capital reserve. In case the capital reserve is
not sufficient to absorb the difference, the remaining balance is adjusted against the retained earnings.

For a long-term equity investment acquired through business combination involving
enterprises under common control that is achieved through multiple transactions by steps, the
Company shall judge whether such transactions constitute a package deal. If such transactions
constitute a package deal, the Company accounts for such transactions as one transaction to
acquire control. If such transactions do not constitute a package deal, the initial investment cost
is the Company”s share of the carrying amount of the owners” equity of the acquiree in the
consolidated financial statements of the ultimate controller at the date of combination. The
difference between: (i) the initial investment cost of the long-term equity investment at the date

of combination; and (ii) the sum of the carrying amount of long-term equity investment before
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the combination and the carrying amount of the consideration paid for acquisition of the
additional shares at the date of combination is adjusted against the capital reserve.In case the
capital reserve is not sufficient to absorb the difference, the remaining balance is adjusted
against the retained earnings.

(2) In case of an equity investment acquired through a business combination not involving entities
under common control, the initial investment cost is the fair value of the carrying amount of the
consideration paid for the combination at the date of acquisition.

For a long-term equity investment acquired through a business combination not involving entities
under common control and achieved through multiple transactions by steps, the accounting treatment
thereof in the separate financial statements is different from that in the consolidated financial statements
as stated below:

1) In the separate financial statements, the sum of the carrying amount of the equity investment
originally held in the acquiree and the additional investment cost incurred is recorded as the initial
investment cost of the equity investment changed into the cost method.

2) In the consolidated financial statements, it is required to judge whether such transactions
constitute a package deal. If such transactions constitute a package deal, the Company accounts for such
transactions as one transaction to acquire control. If such transactions do not constitute a package deal,
the Company re-measures the fair value of the equity held in the acquiree prior to the date of acquisition,
and records the difference between the fair value and the carrying amount as investment income for the
current period; if the equity held in the acquiree prior to the date of acquisition involves other
comprehensive income under equity method, such other comprehensive income is transferred to the
income of the period in which the date of acquisition falls, except for other comprehensive income
arising from re-measurement of changes in net liabilities or net assets of defined benefit plans.

(3) In the event of no business combination: (3) The initial investment cost is the purchase price
actually paid if it is acquired by cash, or the fair value of the equity securities issued if it is acquired
through issuance of equity securities, or determined in accordance with the Accounting Standards for
Business Enterprises No. 12 -- Debt Restructuring if it is acquired through debt restructuring, or
determined in accordance with the Accounting Standards for Business Enterprises No. 7 -- Exchange of
Non-monetary Assets if it is acquired through exchange of non-monetary assets.

3. Subsequent measurement and recognition of profit or loss

Long-term equity investments in investees are measured using the cost method. Long-term equity
investments in associates and joint ventures are measured using the equity method.

4. Disposal of investment in a subsidiary through multiple transactions by steps until loss of control
over the subsidiary

(1) Separate financial statements

The difference between the carrying amount of the equity disposed of and the proceeds of disposal
actually received is recognized in profit or loss for the current period. If the remaining equity empowers

the Company to exercise significant influence or joint control over the investee, the remaining equity is
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accounted for using the equity method; if the remaining equity does not empower the Company to
exercise control, joint control or significant influence over the investee, the remaining equity is
accounted for in accordance with the Accounting Standards for Business Enterprises No. 22 --
Recognition and Measurement of Financial Instruments.

(2) Consolidated financial statements

1) Disposal of investment in a subsidiary through multiple transactions by steps until loss of control
over the subsidiary which does not constitute a package deal

Prior to the loss of control, the difference between the proceeds from disposal and the share owned
by the Company in the net assets of the subsidiary in relation to the long-term equity investment
disposed of that is calculated continuously from the date of acquisition or combination is adjusted
against the capital reserve (capital premium). In case the capital premium is not sufficient to absorb the
difference, the remaining balance is adjusted against the retained earnings.

When losing control over a subsidiary, the remaining equity is re-measured at its fair value at the
date of loss of control. The sum of the consideration received from the disposal of the equity and the fair
value of the remaining equity, net of the share owned by the Company in the net assets of the subsidiary
in relation to the long-term equity investment disposed of as calculated continuously from the date of
acquisition or combination according to the previous shareholding ratio, is recognized in the investment
income for the period in which the control is lost, and the goodwill is reduced accordingly. Other
comprehensive income relating to the equity investment in the subsidiary is transferred to the investment
income for the period in which the control is lost.

2) Disposal of investment in a subsidiary through multiple transactions by steps until loss of control
over the subsidiary which constitutes a package deal

The Company accounts for such transactions as one transaction to dispose of and lose its control
over the subsidiary. However, the difference between the proceeds from each disposal before loss of
control and the share owned by the Company in the net assets of the subsidiary in relation to the
investment disposed of is recognized in other comprehensive income in the consolidated financial

statements, which is wholly transferred to the profit or loss in the period in which the control is lost.

22. Investment properties
N/A

23. Fixed assets
(1). Criteria for recognition

\ Applicableo N/A
Fixed assets are tangible assets held for production of goods, rendering of service, lease or

operation and management with a useful life of more than one accounting year. A fixed asset is
recognized if the economic benefits relating to it are very likely to flow to the Company and its cost can

be reliably measured.

143 /234



2020 Semiannual Report

(2). Method of depreciation

\ Applicablea N/A

Method of Depreciation Residual value rate A1_1n1.131

Category . . depreciation rate
depreciation period(years) (%) (%)

Machinery and Straight line 5 5.00% 19.00%
equipment method
Transportation Straight line 5 5.00% 19.00%
equipment method
Electronic Straight line 3-5 5.00% 19.00%-31.67%
equipment and method
others
Operating leased Straight line 3.7 5.00% 31.67%-+ 13.57%
equipment method

(3). Identification basis, valuation method and depreciation method for fixed assets
acquired under finance leases

o ApplicableN N/A

24. Construction in progress

\ Applicablea N/A
1. A construction in progress is recognized if the economic benefits relating to it are very likely to

flow to the Company and its cost can be reliably measured. A construction in progress is measured at the
actual cost incurred before it is completed and ready for intended use.

2. When a construction in progress is ready for intended use, it is transferred to fixed assets at its
actual construction cost. A construction in progress that is ready for intended use but the final settlement
of which has not yet been completed is transferred to fixed assets at estimated value first, and after the
completion of final settlement, the estimated value is adjusted according to the actual cost, but the

accrued depreciation is not adjusted.

25. Borrowing costs

\ Applicablen N/A
1. Recognition for capitalization of borrowing costs

Borrowing costs incurred by the Company that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalized as part of the cost of that asset. Other
borrowing costs are recognized as expenses and charged to the current profit and loss.

2. Period for capitalizing borrowing expenses

(1) Borrowing expenses are capitalized when all of the following conditions are met: 1) capital
expenditure has been incurred; 2) borrowing expenses have been incurred; and 3) activities relating to
the acquisition, construction or production of the asset that are necessary to prepare the asset for its
intended use or sale have commenced.

(2) Where acquisition and construction or production of a qualified asset is interrupted abnormally

and the interruption period lasts for more than 3 months, the capitalization of the borrowing costs shall
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be suspended. The borrowing expenses incurred during these periods shall be recognized as expenses for
the current period until the acquisition, construction or production of a qualifying asset is resumed.

(3) Capitalization of borrowing expenses shall be ceased when acquisition, construction or
production of the qualifying asset has prepared for its intended use or sale.

3. Capitalization rate and capitalization amount of borrowing expenses

As for the specific borrowings for the acquisition and construction or production of assets
qualifying for capitalization, the to-be-capitalized amount of interests shall be determined in light of the
actual cost incurred on the current specific borrowings (including the amortization of discounts or
premiums determined using the effective interest method) minus the income of interests earned from the
unused borrowings by depositing it in the bank or investment income from such borrowing by making it
as a temporary investment; where a general borrowing is used for the acquisition and construction or
production assets qualifying for capitalization, the Company shall calculate and determine the
to-be-capitalized amount of interests on the general borrowing by multiplying the weighted average
value of the accumulative expenditures to asset minus the specific borrowing by the capitalization rate of

the general borrowing used.

26. Biological assets
0 ApplicableV N/A

27. Oil and gas assets
o Applicable\/ N/A

28. Use right assets
o Applicable\/ N/A

29. Intangible assets

(1). Measurement, service life and impairment test

\ Applicablen N/A
1.Intangible assets include land use rights, patents, and software etc. and are measured at cost

initially.

An intangible asset with a finite useful life is amortized over its useful life in a systematical and
rational expected realization of economic benefits relative to the intangible asset, or is amortized using
the straight-line method if it is impossible to determine expected realization reliably. The specific years

are as follows:

Item Amortization period(years)
Land use rights 30
Patents 10
Software 3-5

(2). Accounting policy on internal research and development expenditures
o Applicable\/ N/A
30. Impairment of long-term assets

\ Applicableo N/A
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For long-term equity investments, fixed assets, construction in progress, intangible assets with a
finite useful life and other long-term assets, if there’ s an indication of impairment at the balance sheet
date, the Company assesses their recoverable amount. Goodwill arising from business combinations and
intangible assets with an infinite useful life are tested for impairment every year regardless of whether
there’ s an indication of impairment. Goodwill is tested for impairment together with the relevant
groups of assets or combinations of groups of assets.

If the recoverable amount of a long-term asset is less than its carrying amount, the difference is
measured as impairment loss of the asset and recognized in profit or loss for the current period.

31. Long-term prepaid expenses

\ Applicablen N/A
Long-term prepaid expenses are expenses that have already been incurred but should be amortized

over a period of more than one year (excluding one year). Long-term prepaid expenses are stated as the
amount actually incurred and shall be amortized evenly by stages within the benefit period or specified
period. If an item of long-term prepaid expenses will not benefit the subsequent periods, the amortized
value of the item that has not yet been amortized is wholly transferred to profit or loss for the current
period.

32. Contract liabilities

Recognition method for contract liabilities

\ Applicableo N/A
The Company presents contract liabilities as its obligations for transferring goods or providing

services to customers corresponding to considerations that have been received or receivable.

Before goods are transferred to a customer, if the customer has paid the contractual consideration or
the Company has obtained the right of unconditionally receiving the contractual consideration, we
recognize the amount received or receivable as contract liabilities at the earlier of the actual payment of
such amount by the customer and the due payment date of such amount.

33. Employee benefits

(1) Accounting treatment of short-term employee benefits

\ Applicableo N/A
The short-term employee benefits actually incurred are recognized as liabilities in the accounting

period during which employee services are rendered, and included in profit or loss for the current period
or the cost of related assets.

(2) Accounting treatment of postemployment benefits

\ Applicableo N/A
Post-employment benefits are classified into defined contribution plans and defined benefit plans.

(1) In the accounting period during which employee services are rendered, the amount in
contribution as calculated according to the defined contribution plan is recognized as liabilities and
included in profit or loss for the current period or the cost of related assets.

(2) The accounting treatment of a defined benefit plan generally involves the following steps:

1) According to the projected unit credit method, use the unbiased and consistent actuarial

assumptions to estimate demographic variables and financial variables, measure the obligation arising
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from the defined benefit plan and determine the period to which the relevant obligation belongs.
Meanwhile, discount the obligation arising from the defined benefit plan, in order to determine the
present value of the benefit plan obligation and the current service cost.

2) If the defined benefit plan has assets, the deficit or surplus resulting after reducing the present
value of the defined benefit plan obligation by the fair value of the defined benefit plan is recognized as
a net liability or asset of the defined benefit plan. If the defined benefit plan has a surplus, the net assets
of the defined benefit plan are measured at the lower of surplus in the defined benefit plan and asset
ceiling;

3) At the end of the reporting period, the cost of employee benefits arising from the defined benefit
plan is recorded as service cost, net interest on the net liabilities or net assets of the defined benefit plan,
and changes arising from re-measurement of the net liabilities or net assets of the defined benefit plan,
wherein the service cost and the net interest on the net liabilities or net assets of the defined benefit plan
are included in profit or loss for the current period or the cost of related assets, and the changes arising
from re-measurement of the net liabilities or net assets of the defined benefit plan are included in other
comprehensive income, which will not be reserved to profit or loss in subsequent periods, but may be
transferred within the scope of equity.

(3) Accounting treatment of termination benefits

\ Applicableo N/A
When the Company can no longer withdraw the offer of termination benefits as a result of

termination of employment or redundancy, or recognizes the restructuring costs or expenses relating to
payment of termination benefits, whichever the earlier, the employee benefit liabilities arising from
recognition of termination benefits are recognized in profit or loss for the current period.

(4) Accounting treatment of other long-term employee benefits

\ Applicablen N/A
Other long-term employee benefits are accounted for in accordance with the provisions applicable

to defined contribution plans if they are qualified as defined contribution plans, otherwise, are accounted
for in accordance with the provisions applicable to defined benefit plans. In order to simplify the
accounting treatment, the total net amount of the cost of employee benefits arising from the defined
benefit plans that is recorded as service cost, net interest on the net liabilities or net assets of other
long-term employee benefits, changes arising from re-measurement of the net liabilities or net assets of
other long-term employee benefits and other components is included in profit or loss for the current

period or the cost of related assets.

34. Leasing liabilities
o Applicable\/ N/A

35. Provisions

\ Applicableo N/A
1. An obligation arising from any external guarantee, instigation, product quality warranty, onerous

contract or other contingencies is recognized as a provision if it is a present obligation assumed by the

147 /234



2020 Semiannual Report

Company, and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and the amount of the obligation can be reliably measured.

2.The amount recognized as a provision is the best estimate of the consideration required to settle
the present obligation. The carrying amount of provisions is reviewed at the balance sheet date.

36. Share-based payments

\ Applicablen N/A
1. Categories of share-based payments

Share-based payments include equity-settled share-based payments and cash-settled share-based
payments

2. Accounting treatment for implementation, modification and termination of share-based payment
plan

(1) Equity-settled share-based payments

Equity-settled share-based payments in exchange for services rendered by employees that can be
executed immediately upon being granted, are measured at the fair value of the equity instruments at the
grant date, and recognized as related costs or expenses with a corresponding adjustment to capital
reserve. At each balance sheet date during the vesting period, equity-settled share-based payments in
exchange for services rendered by employees that cannot be executed until services in the vesting period
are completed or required performance conditions are satisfied, are measured at the fair value of the
equity instruments at the grant date based on the best estimate of exercisable numbers of equity
instruments, and recognized as related costs or expenses with a corresponding adjustment to capital
reserve.

For equity-settled share-based payments in exchange for services rendered by other parties, if the
fair value of services from other parties can be measured reliably, they are measured at the fair value of
services from other parties at the date when such services are received. If the fair value of services from
other parties cannot be measured reliably but the fair value of the equity instruments can be measured
reliably, they are measured at the fair value of the equity instruments at the date when such services are
received. The fair value of the equity instruments are recognized as related costs or expenses, with a
corresponding increase in owners' equity.

(2) Cash-settled share-based payments

Cash-settled share-based payments in exchange for services rendered by employees that can be
executed immediately upon being granted, are recognized as related costs or expenses based on the fair
value of liabilities assumed by the Company at the grant date, with a corresponding increase in liability.
At each balance sheet date during the vesting period, cash-settled share-based payments in exchange for
services rendered by employees that cannot be executed until services in the vesting period are
completed or required performance conditions are satisfied, are measured at the fair value of liabilities
assumed by the Company based on the best estimate of exercisable conditions, and recognized as related
costs or expenses and relevant liabilities.

(3) Modification and termination of share-based payment plan
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In case the Company modifies a share-based payment plan, if the modification increases the fair
value of the equity instruments granted, the Company will include the incremental fair value of the
equity instruments granted in the measurement of the amount recognized for services received. If the
modification increases the number of the equity instruments granted, the Company will include the fair
value of additional equity instruments granted in the measurement of the amount recognized for services
received. If the Company modifies the exercisable conditions of the share-based payment plan in a
manner beneficial to the employee, the Company will consider the modified exercisable conditions when
dealing with exercisable conditions.

If the modification decreases the fair value of the equity instruments granted, the Company will
continue to measure the amount recognized for services received at the fair value of the equity
instruments at the grant date without including the decremental fair value of the equity instruments. If
the modification decreases the number of the equity instruments granted, the Company will treat the
decreased number as the cancelled number of equity instruments granted. If the Company modifies the
exercisable conditions in a manner unbeneficial to the employee, the Company will not consider the
modified exercisable conditions when dealing with exercisable conditions.

If cancellation or settlement of the equity instruments granted occurs (not due to unsatisfaction of
exercisable conditions) during the vesting period, the Company will account for the cancellation or
settlement of the equity instruments granted as an acceleration of vesting, and recognize immediately the
amount that otherwise would have been recognized over the remainder of the vesting period.

37. Preferred shares, perpetual bonds and other financial instruments

o ApplicableN N/A
38. Revenue

(1). Accounting policies adopted for income recognition and measurement

v Applicableo N/A
1. Principles for revenue recognition

The Company recognizes revenue upon the fulfillment of its performance obligations, that is, when
the customer receives the control over relevant goods or services.

At the beginning date of a contract, the Company assesses the contract to identify individual
performance obligations contained in the contract and determine whether individual obligations are to be
performed during a period of time or at a specific time point, and then separately recognize revenue
upon the fulfillment of individual obligations.

An obligation meeting one of the following conditions is one to be performed within a period of
time, and the remaining are obligations to be performed at a specific time point:

1) The customer receives and consumes the economic benefits from the performance of the
Company when the Company performs its obligations;

2) The customer can control the goods in progress during the performance of the Company; or

3) The goods generated during the performance process of the Company have irreplaceable uses,
and the Company is entitled to payment for the portion completed during the entire contract term.

The Company recognizes revenue according to the performance progress during the period of time
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for obligations to be performed during a period of time. If the performance progress cannot be
determined reasonably, and the Company is expected to be paid based on the costs incurred, the
Company recognizes revenue according to the amount of costs incurred until the performance progress
can be determined reasonably.

For obligations to be performed at a specific time point, the Company recognizes revenue when the
customer receives the control over the relevant goods or services. The following will be considered
when determining whether the customer has obtained the control over the goods or services:

1) The Company has the present rights of receiving payments for such goods or services;

2) The Company has transferred the physical goods to the customer;

3) The Company has transferred major risks and rewards of the legal title or ownership in the goods
to the customer; and

3) The Customer has accepted such goods or services.

If a contract contains two or more performance obligations, the Company allocates the transaction
price to individual performance obligations according to the relative proportion of the individual sale
prices of the goods or services promised under such individual performance obligations, and measures
the revenue according to the transaction price allocated to individual performance obligations.

The transaction price refers to the amount of the consideration expected to be received by the
Company on the basis of transferring goods to the customer. Amounts received by the Company on
behalf of third parties, and amounts expected to be refunded to the customer, are accounted for as
liabilities, but are not included in the transaction price. If a contract contains a major financing portion,
the Company determines the transaction price as the amount payable in cash when the customer obtains
the control over the goods or services. The difference between the transaction price and contract
consideration is amortized using the effective interest method during the term of the contract. If the
Company expects that the interval between the acquisition of the goods or services by the customer and
the payment of prices by the customer will not exceed one year from the commencement date of the
contract, no significant financing factor is considered.

The rights of the Company for collecting the considerations for goods or services that have been
transferred to customers (which rights depend on factors other than the lapse of time) are presented as
contract assets, for which the provision of impairment is made on the basis of expected credit loss. The
rights of the Company for unconditionally collecting payments from customers (depending only on the
lapse of time) are presented as receivables. The obligations of the Company for transferring goods or
providing services to customers corresponding to considerations that have been received or receivable
are presented as contract liabilities.

2. Specific methods for revenue recognition

(1) Revenue from sales of goods

Goods sold to the domestic market: 1) Under the direct sale model and the distribution mode, the
Company recognizes the revenue when the goods sent have been delivered to customers with customers'

receipt given to the Company. For goods sold attached with return conditions, the Company recognizes
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the revenue when the validity period of goods return conditions expires; for goods required for
installment and inspection after sales, the Company recognizes the revenue when such goods have been
installed and inspected with customers' acceptance certificate given to the Company; for goods sold
through a physical store, the Company recognizes the revenue when such goods are delivered to
customers with payments received. If the Company shares profits from sales of product to customers, the
Company recognizes the revenue at the settlement prices agreed between the parties when customers
receive and inspect the goods. After the customers sold such goods, the Company shares the rewards of
the incomes from external sales implemented by the customers after deducting relevant costs, and
recognizes the share revenue on this basis. 2) Under the commissioned sales mode, the Company
recognizes the revenue when it receives the list of commissioned sales from the customer.

Goods exported to overseas markets: The Company mainly adopts FCA for export of goods. Under
this mode, the Company recognizes revenue when it delivers goods at the designated location with
export customs clearance procedures completed.

(2) Revenue from light source services

For light source products of laser digital cinema projector leased by the Company with technical
services to customers, the Company recognizes the revenue by multiplying actual hours in consumption
by the agreed unit price at the end of each month if the rent is charged by actual hours in consumption
pursuant to contract provisions, or by apportioning over the agreed service period at the end of each
month (time proportion) if the rent is charged on a monthly, quarterly or annual basis.

For other products leased by the Company, the Company recognizes the revenue by apportioning
over the service period pursuant to contract provisions.

(3) Other incomes

For installation services provided by the Company, the Company recognizes the revenue when it
has completed the services and received customers’ acceptance certificate; for repair and maintenance
services provided by the Company, the Company recognizes the revenue when it has completed the
services and received payments; for technology development services provided by the Company, the
Company recognizes the revenue when it has completed the services or when the agreed time point of

service acceptance is reached.

(2). Description of differences in the accounting policies in revenue recognition due to
different operating modes adopted for the same business type

o Applicable\/ N/A

39. Contract costs

\ Applicableo N/A
Contract costs include incremental costs incurred for acquiring the contract and contract

performance costs. The incremental costs incurred for acquiring the contract (“Contract Acquisition
Costs”) refer to costs that would not be incurred if the contract is not acquired. If such costs are expected

to be recovered, such costs are recognized as an asset as Contract Acquisition Costs.
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The costs incurred by the Company for performing a contract are recognized as an asset of contract
performance costs if they do not fall within the scope of other Accounting Standards for Business
Enterprises, like inventories, and meet all the following conditions:

1. The cost is directly related to a present or expected contract, including direct labor, direct
materials, manufacturing expenses (or similar expenses), costs explicitly to be borne by users, and other
costs arising from the contract;

2. The cost leads to the increase in resources of the Company for fulfilling its performance
obligations in the future; and

3. The cost is expected to be recovered.

Assets recognized by the Company from Contract Acquisition Costs and contract performance
costs (hereinafter referred to as “assets related to contract costs”) are amortized on the same basis as
recognizing incomes from goods related to assets, and are recognized in the profit or loss for the current
period. If the amortization period of assets recognized from the incremental costs of acquiring a contract
is no more than one year, such incremental costs are recognized in the profit or loss for the current
period.

When the book value of assets related to contract costs is greater than the difference between the
following two items, the Company makes a provision of impairment on the exceeding portion and
recognizes losses of asset impairment:

1. Remaining consideration expected to be collected for transferring the goods related to the assets;
and

2. Costs expected to be incurred for transferring the related goods.

40. Government grants

\ Applicablen N/A
1. Government grants are recognized if (1) the Company meets the conditions attaching to the

government grants; and (2) the Company will receive the government grants. Government grants in the
form of monetary assets are measured at the amount received or receivable. Government grants in the
form of non-monetary assets are measured at fair value, or if their fair value is unavailable, at nominal
amount.

2. Determination and accounting treatment of government grants related to assets

Government grants related to assets are government grants which are offered for purchasing,
constructing or otherwise acquiring long-term assets as provided by the applicable government
documents. In the absence of such express provision in the applicable government documents,
government grants related to assets are those with a primary condition that the Company should
purchase, construct or otherwise acquire long-term assets. Government grants related to assets are offset
against the carrying amount of the relevant assets or recognized as deferred income. Government grants
related to assets recognized as deferred income shall be included in profit or loss over the service life of
the relevant assets on a reasonable and systemic basis. Government grants measured at nominal amount

are directly recognized in profit or loss for the current period. In case of sale, transfer, retirement or
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damage of the relevant assets before the end of intended service life, the balance of the unallocated
deferred income is transferred to profit or loss for the period in which the assets are disposed of.

3. Determination and accounting treatment of government grants related to income

Government grants related to income are government grants other than those related to assets.
Government grants related to both assets and income in which it is difficult to make a distinction
between the portion related to assets and the portion related to income are wholly classified as
government grants related to income. Government grants related to income as compensation for
expenses or losses to be incurred in subsequent periods are recognized as deferred income and in the
period for recognizing the relevant costs, expenses or losses, included in profit or loss for the current
period or offset against the relevant costs. Government grants related to income as compensation for
expenses or losses already incurred are directly included in profit or loss for the current period or offset
against the relevant costs.

4. Government grants related to daily operations of the Company are recognized in other income or
offset against the relevant costs and expenses depending on the nature of economic business.
Government grants not related to daily operations of the Company are recognized in non-operating
income or expenses.

5. Accounting treatment of policy preferential loans and interest subsidies

(1) If the Ministry of Finance appropriates the interest subsidies to the lending bank, who then
grants the loan to the Company at the policy preferential rate, the loan is stated as the amount actually
received, and the borrowing cost is calculated according to the principal of the loan and the policy
preferential rate.

(2) If the Ministry of Finance directly appropriates the interest subsidies to the Company, the

interest subsidies are offset against the borrowing cost.

41. Deferred tax assets and deferred tax liabilities

\ Applicableo N/A
1. The difference between the tax base of an asset or liability and its carrying amount (or in case of

an item not recognized as asset or liability whose tax base can be determined according to the applicable
tax law, the difference between its tax base and carrying amount) is recognized as a deferred tax asset or
deferred tax liability according to the tax rate applicable to the period in which the asset or liability is
expected to be recovered or settled.

2. Deferred income tax assets are recognized to the extent of the amount of income tax payable that
will be available in future periods against which deductible temporary differences are deductible. At the
balance sheet date, deferred tax assets not recognized in prior periods are recognized if there’ s
conclusive evidence that it is probable that sufficient taxable income will be available in future periods
against which the deductible temporary differences are deductible.

3. At the balance sheet date, the carrying amount of deferred income tax assets is reviewed and
reduced to the extent that it is no longer probable that sufficient taxable income will be available in

future periods to allow the benefit of the deferred tax assets to be utilized. If it is probable that sufficient
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taxable income will be available, the reduced amount is reversed.
4. The income taxes and deferred income taxes are included in profit or loss for the current period
as income tax expenses or gains, except the income taxes arising from any: (i) business combination; or

(ii) transaction or event directly recognized in owners’ equity.

42. Leases

(1). Accounting treatment of operating leases

\ Applicableo N/A
If the Company is a lessee, the rents paid by the Company are included in the costs of the relevant

assets or in profit or loss for the current period over the whole lease term on a straight line basis. The
initial direct cost incurred by the Company is directly recognized in profit or loss for the current period.
Contingent rents are recognized in profit or loss in the period in which they are incurred.

If the Company is a lessor, the rents received by the Company are recognized in profit or loss for
the current period over the whole lease term on a straight line basis. The initial direct cost incurred by
the Company is directly recognized in profit or loss for the current period. However, if such initial direct
cost is of a large amount, the initial direct cost is capitalized and recognized in profit or loss by
installments. Contingent rents are recognized in profit or loss in the period in which they are incurred.

(2). Accounting treatment of finance leases

\ Applicableo N/A
If the Company is a lessee, the lower of the fair value of the leased asset at the inception of the

lease and the present value of the minimum lease payments is recorded as the carrying amount of the
rented assets, with the minimum lease payments as the carrying amount of long-term payables and the
difference charged to unrecognized financing fees at the commencement date of the lease term. The
initial direct cost incurred by the Company is directly recognized in the value of the rented assets. In
each period of the lease term, the financing fees for the period is recognized by using the effective
interest method.

If the Company is a lessor, the aggregate of the minimum lease receivable at the inception of the
lease and the initial direct costs is recognized as the carrying amount of the finance lease receivable and
the unguaranteed residual value is recorded at the same time at the commencement date of the lease term;
the difference between the aggregate of the minimum lease receivable, the initial direct costs and the
unguaranteed residual value, and the aggregate of their present values is recognized as unearned
financing income. In each period of the lease term, the financing income for the period is recognized by
using the effective interest method.

(3). Method for determination and accounting treatments of lease under new lease standards
o ApplicableV N/A

43. Other significant accounting policies and accounting estimates
o ApplicableN N/A
44. Changes in significant accounting policies and accounting estimates
(1). Changes in significant accounting policies
\ Applicablen N/A
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Remarks(name and amount of
line items in financial statements
that have been materially
affected)

Changes in accounting policies and

. Approval procedures
associated reasons pp p

Implement the Accounting Standard for | Approved by the See the table below
Business Enterprises No. 14 - Revenue management of the

amended and released by the Ministry of | Company

Finance

Other description:

In accordance with the Accounting Standards for Business Enterprises No.14- Revenue(Cai Kuai
[2017] No. 2) issued by the Ministry of Finance on July 5, 2017, for enterprises listed in domestic and
oversea stock exchange concurrently and enterprises listed overseas with the financial statements
prepared under internal financial reporting standards or accounting standards for business enterprises,
the new revenue standard shall be implemented from January 1,2018; and for other enterprises listed in
domestically, the revenue standard shall be implemented from January 1, 2020. As a domestic listed
company, the Company adopted the new revenue standard as at January 1, 2020, and made adjustment
on the opening balance of relevant item recognized in the financial statements, but the data in
comparable period can be unadjusted: (1) the goods payments received in advance originally qualified
for conditions of “Receipts in advance” were charged to the line item of Contract liability”; (2) the rights
of the Company for collecting considerations of goods that have been transferred to customers are
presented under “contract assets”, which rights are dependent upon factors other than the lapse of time;
and (3) for goods sold under the model of “profit distribution”, income from customers received but not
recognized were changed as it satisfied the new revenue standard, with an adjustment on the opening

balance of relevant item recognized.

The new revenue standards, when implemented, will mainly bring the following influences to the

Company’s financial statements as at January 1, 2020:

Balance sheet

Item Adjustment influence
At December 31, 2019 of the new revenue January 1, 2020
standards
Accounts 176,035,155.24 15,587,556.77 191,622,712.01
receivable
Inventories 299.966,170.35 -16,355,310.22 283,610,860.13

Contract assets

3,740,605.96

3,740,605.96

Other current
assets

44,405,513.30

-2,340,625.20

42,064,888.10

Receipts in

184,444,643 .33 -16,910,443.03 167,534,200.30
advance
Contract 15,777.305.81 15,777.305.81
liabilities
Other current 1,133,137.22 1,133,137.22
liabilities
Retained 288.975,820.29 1,278,734.88 290,254,555.17
profits
Total equity
attributable to 1,974,559,837.64 1,278,734.88 1,975,838,572.52

owners of the
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Parent
Company

Minority
interests

149,649,306.18

-646,507.57

149,002,798.61

(2). Changes in significant accounting estimates

o ApplicableV N/A

(3). Description of adjustments in opening balances of line items in financial statements of
the year due to implementation of new income standard and new lease standard since

2020
\ Applicableo N/A

Consolidated Balance Sheet

Unit: Yuan Currency: RMB

Item

At December 31,
2019

January 1, 2020

Adjusted amount

Current Assets:

Cash and bank balances

875,858,784.58

875,858,784.58

Balances with clearing agencies

Placements with banks and
other financial institutions

Held-for-trading financial assets 540,000,000.00 540,000,000.00

Derivative financial assets

Notes receivable 4,042,559.63 4,042,559.63

Accounts receivable 176,035,155.24 191,622,712.01 15,587,556.77
Receivables financing 1,980,500.00 1,980,500.00

Prepayments

35,070,999.13

35,070,999.13

Premiums receivable

Amounts receivable under
reinsurance contracts

Reinsurer's share of insurance
contract reserves

Other receivables

9,618,750.08

9,618,750.08

Including: Interest receivable

Dividends receivable

Financial assets purchased
under resale agreements

Inventories

299,966,170.35

283,610,860.13

-16,355,310.22

Contract assets 3,740,605.96 3,740,605.96
Held-for-sale assets
Non-current assets due within
one year
Other current assets 44,405,513.30 42,064,888.10 -2,340,625.20
Total Current Assets 1,986,978,432.31 1,987,610,659.62 632,227.31

Non-current Assets:

Loans and advances

Debt investments

Other debt investments

Long-term receivables

Long-term equity investments

139,534,371.94

139,534,371.94

Other equity instrument
investments

11,975,419.38

11,975,419.38

Other non-current financial
assets
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Investment properties

Fixed assets

471,204,340.95

471,204,340.95

Construction in progress

20,132,004.07

20,132,004.07

Bearer biological assets

Oil and gas assets

Use right assets

Intangible assets

332,331,324.07

332,331,324.07

Development expenditure

Goodwill

Long-term prepaid expenses

16,908,070.34

16,908,070.34

Deferred tax asset

109,023,941.85

109,023,941.85

Other non-current assets

11,420,185.94

11,420,185.94

Total Non-current Assets

1,112,529,658.54

1,112,529,658.54

Total assets

3,099,508,090.85

3,100,140,318.16

632,227.31

Current Liabilities:

Short-term borrowings

76,765,319.05

76,765,319.05

Loans from the central bank

Taking from banks and other
financial institutions

Held-for-trading financial
liabilities

Derivative financial liabilities

Notes payable

37,335,841.79

37,335,841.79

Accounts payable

176,624,445.46

176,624,445.46

Receipts in advance

184,444,643.33

167,534,200.30

-16,910,443.03

Contract liabilities

15,777,305.81

15,777,305.81

Financial assets sold under
repurchase agreements

Customer deposits and deposits
from banks and other financial
institutions

Funds from securities trading
agency

Funds from underwriting
securities agency

Employee benefits payable

50,586,932.71

50,586,932.71

Taxes payable 42,924,647.79 42,924,647.79
Other payables 14,364,076.43 14,364,076.43
Including: Interest payable

Dividends payable

Fees and commissions payable

Amounts payable under
reinsurance contracts

Held-for-sale liabilities

Non-current liabilities due
within one year

64,968,795.02

64,968,795.02

Other current liabilities

1,133,137.22

1,133,137.22

Total Current Liabilities

648,014,701.58

648,014,701.58

Non-current Liabilities:

Insurance contract reserves

Long-term borrowings

279,615,107.27

279,615,107.27

Bonds payable

Including: Preferred shares

Perpetual bonds

Leasing liabilities
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Long-term accounts payable

3,488,100.00

3,488,100.00

Long-term employee benefits
payable

Provisions

27,072,676.49

27,072,676.49

Deferred income

17,108,361.69

17,108,361.69

Deferred tax liabilities

Other non-current liabilities

Total Non-current Liabilities

327,284,245.45

327,284,245.45

Total Liabilities

975,298,947.03

975,298,947.03

Owners' (or Shareholders') Equity:

Paid-in capital (or share capital)

451,554,411.00

451,554,411.00

Other equity instruments

Including: Preferred shares

Perpetual bonds

Capital reserve

1,207,942,318.37

1,207,942,318.37

Less: Treasury shares

Other comprehensive income

3,287,063.85

3,287,063.85

Special reserve

Surplus reserve

22,800,224.13

22,800,224.13

General risk reserve

Retained profits

288,975,820.29

290,254,555.17

1,278,734.88

Total owners’ (or shareholders”)
equity attributable to owners of
the Parent Company

1,974,559,837.64

1,975,838,572.52

1,278,734.88

Minority interests 149,649,306.18 149,002,798.61 -646,507.57
Total Owners’ (or 2,124,209,143.82 2,124,841,371.13 632,227.31

Shareholders’) Equity
Total Liabilities and 3,099,508,090.85 3,100,140,318.16 632,227.31

Owners’(or Shareholders”) Equity

Description of adjustments on each line item:

\ Applicableo N/A

In accordance with the Accounting Standards for Business Enterprises No.14- Revenue(Cai Kuai
[2017] No. 2) issued by the Ministry of Finance on July 5, 2017, for enterprises listed in domestic and
oversea stock exchange concurrently and enterprises listed overseas with the financial statements
prepared under internal financial reporting standards or accounting standards for business enterprises,
the new revenue standard shall be implemented from January 1,2018; and for other enterprises listed in
domestically, the revenue standard shall be implemented from January 1, 2020. As a domestic listed
company, the Company adopted the new revenue standard as at January 1, 2020, and made adjustment
on the opening balance of relevant item recognized in the financial statements, but the data in
comparable period can be unadjusted: (1) the goods payments received in advance originally qualified
for conditions of “Receipts in advance” were charged to the line item of Contract liability”; (2) the rights
of the Company for collecting considerations of goods that have been transferred to customers are
presented under “contract assets”, which rights are dependent upon factors other than the lapse of time;
and (3) for goods sold under the model of “profit distribution”, income from customers received but not
recognized were changed as it satisfied the new revenue standard, with an adjustment on the opening

balance of relevant item recognized.

Balance Sheet of the Parent Company

Unit: Yuan Currency: RMB

Item At Dec;:;il;) er 31, January 1, 2020 Adjusted amount
Current Assets:
Cash and bank balances 570,479,390.49 570,479,390.49
Held-for-trading financial 540,000,000.00 540,000,000.00

assets

Derivative financial assets
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Notes receivable

3,542,559.63

3,542,559.63

Accounts receivable

299,315,776.44

295,616,359.63

-3,699,416.81

Receivables financing

442,500.00

442,500.00

Prepayments

6,410,257.48

6,410,257.48

Other receivables

67,227,575.21

67,227,575.21

Including: Interest receivable

Dividends receivable

Inventories 135,617,379.22 135,617,379.22
Contract assets 3,699,416.81 3,699,416.81
Held-for-sale assets
Non-current assets due within
one year
Other current assets 12,280,164.39 12,280,164.39

Total Current Assets

1,635,315,602.86

1,635,315,602.86

Non-current Assets:

Debt investments

Other debt investments

Long-term receivables

Long-term equity investments

257,795,276.13

257,795,276.13

Other equity instrument
investments

7,075,419.38

7,075,419.38

Other non-current financial
assets

Investment properties

Fixed assets

60,391,512.92

60,391,512.92

Construction in progress

1,385,496.59

1,385,496.59

Bearer biological assets

Oil and gas assets

Use right assets

Intangible assets

330,796,423.87

330,796,423.87

Development expenditure

Goodwill

Long-term prepaid expenses

12,771,126.83

12,771,126.83

Deferred tax asset

9,545,438.20

9,545,438.20

Other non-current assets

6,744,453.85

6,744,453.85

Total Non-current Assets

686,505,147.77

686,505,147.77

Total assets

2,321,820,750.63

2,321,820,750.63

Current Liabilities:

Short-term borrowings

10,217,738.36

10,217,738.36

Held-for-trading financial
liabilities

Derivative financial liabilities

Notes payable 37,335,841.79 37,335,841.79
Accounts payable 162,596,838.45 162,596,838.45
Receipts in advance 11,116,659.11 4,387,326.61 -6,729,332.50
Contract liabilities 6,485,831.14 6,485,831.14
Employee benefits payable 26,985,668.92 26,985,668.92

Taxes payable 1,534,242.70 1,534,242.70
Other payables 42,599,703.36 42,599,703.36
Including: Interest payable

Dividends payable

Held-for-sale liabilities

Non-current liabilities due
within one year

Other current liabilities

243,501.36

243,501.36
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Total Current Liabilities | 292.386,692.69 |  292,386,692.69 |

Non-current Liabilities:

Long-term borrowings

Bonds payable

Including: Preferred shares

Perpetual bonds

Leasing liabilities

Long-term accounts payable 3,488,100.00 3,488,100.00

Long-term employee benefits
payable

Provisions 14,631,273.00 14,631,273.00

Deferred income 15,724,174.30 15,724,174.30

Deferred tax liabilities

Other non-current liabilities

Total Non-current Liabilities 33,843,547.30 33,843,547.30
Total Liabilities 326,230,239.99 326,230,239.99
Owners' (or Shareholders') Equity:
Paid-in capital (or share 451,554,411.00 451,554,411.00
capital)

Other equity instruments

Including: Preferred shares

Perpetual bonds

Capital reserve 1,310,939,867.82 1,310,939,867.82

Less: Treasury shares

Other comprehensive income

Special reserve

Surplus reserve 21,522,683.40 21,522,683.40
Retained profits 211,573,548.42 211,573,548.42
Total Owners’ (or 1,995,590,510.64 1,995,590,510.64
Shareholders’) Equity
Total Liabilities and 2,321,820,750.63 2,321,820,750.63
Owners’(or Shareholders’)
Equity
Description of adjustments on each line item:
\ Applicableo N/A

In accordance with the Accounting Standards for Business Enterprises No.14- Revenue(Cai Kuai
[2017] No. 2) issued by the Ministry of Finance on July 5, 2017, for enterprises listed in domestic and
oversea stock exchange concurrently and enterprises listed overseas with the financial statements
prepared under internal financial reporting standards or accounting standards for business enterprises,
the new revenue standard shall be implemented from January 1,2018; and for other enterprises listed in
domestically, the revenue standard shall be implemented from January 1, 2020. As a domestic listed
company, the Company adopted the new revenue standard as at January 1, 2020, and made adjustment
on the opening balance of relevant item recognized in the financial statements, but the data in
comparable period can be unadjusted: (1) the goods payments received in advance originally qualified
for conditions of “Receipts in advance” were charged to the line item of Contract liability”; and (2) the
rights of the Company for collecting considerations of goods that have been transferred to customers are
presented under “contract assets”, which rights are dependent upon factors other than the lapse of time.

(4). Description of retrospective adjustments on comparable data in previous periods upon
the first adoption of the new revenue standard and new lease standard from 2020

o ApplicableN N/A

45, Others
o ApplicableN N/A
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VI. Taxes

1. Major categories of taxes and tax rates

Description of major categories of taxes and tax rates

\ Applicablen N/A

Category of tax

Basis of tax computation

Tax rate

Value-added tax (VAT)

Sales of goods or rendering of
taxable services

3%+ 6% 9%-. 13%

City maintenance and
construction tax

Turnover tax payable

5%+ 7%

Enterprise income tax

Taxable income

8.25%-. 8.70%-. 8.84%-. 12.5%-
15%-+ 16.5%-+ 20%-. 21%-. 25%

Education surcharges

Turnover tax payable

3%

Local education surcharges

Turnover tax payable

2%

Disclosure of taxpayers with different rates of enterprise income tax:

\ Applicablea N/A

Taxpayer Rate of enterprise income tax(%)
Appotronics Corporation Limited 15.00
Fengmi (Beijing) Technology Co., Ltd. 15.00
Shenzhen Appotronics Software Technology Co., 12.50
Ltd.
Appotronics Timewaying (Beijing) Technology 20.00
Co., Ltd.
Shenzhen Appotronics Xiaoming Technology Co., 20.00
Ltd.
Shenzhen Appotronics Laser Technology Co., Ltd. 20.00
Qingda Appotronics (Xiamen) Technology Co., 20.00
Ltd.
Shenzhen Appotronics Home Line Technology Co., 20.00
Ltd.
Appotronics Technology (Changzhou) Co., Ltd. 20.00
Shenzhen Appotronics Display Device Co., Ltd. 20.00
Appotronics Hong Kong Limited 8.25. 16.50
Beijing Orient Appotronics Technology Co., Ltd. 20.00
Fabulus Technology Hong Kong Limited 16.50
JoveAl Innovation, Inc. 8.70. 8.84. 21.00
Appotronics USA, Inc. 21.00
FORMOVIE TECHNOLOGY INC 21.00
JoveAl Limited Tax exemption
WEMAX LLC 21.00
JOVEAI ASIA COMPANY LIMITED 20.00
Other taxpayers except above 25.00

Note:

1. Appotronics Hong Kong Limited and Fabulus Technology Hong Kong Limited, as domiciled in

Hong Kong, one of which can apply the two-level income tax system, namely, applying the tax rate of

8.25% for the first HKD 2 million taxable income and 16.5% for the remaining taxable income.

2. JoveAl Limited, as domiciled in the Cayman Islands, is exempt from enterprise income tax.

3. Appotronics USA, Inc., as domiciled in the United States, applies the federal enterprise income

tax rate of 21%.

4. JoveAl Innovation, Inc., as domiciled in the United States, applies the federal enterprise income
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tax rate of 21%, the California state enterprise income tax rate of 8.84%, and the Delaware state
enterprise income tax rate of 8.70%.

5. FORMOVIE TECHNOLOGY INC, as domiciled in the United States, applies the federal
enterprise income tax rate of 21%.

5. WEMAX LLC, as domiciled in the United States, applies the federal enterprise income tax rate
of 21%.

7. JOVEAI ASIA COMPANY LIMITED, as domiciled in Viet Nam, applies the corporate income
tax rate of 20%.

2. Tax incentives

\ Applicablen N/A
1. On December 9, 2019, the Company obtained the High-tech Enterprise Certificate (Certificate

No.: GR201944204257) jointly issued by Shenzhen Science and Technology Innovation Commission,
Shenzhen Finance Bureau and Shenzhen Tax Service of State Taxation Administration with a valid term
of three years. Therefore, the Company can pay the enterprise income tax at a rate of 15% from 2019 to
2021.

2. On November 30, 2018, Fengmi (Beijing) Technology Co., Ltd. obtained the High-tech
Enterprise Certificate (Certificate No.: GR201811009590) jointly issued by Beijing Municipal Science
and Technology Commission, Beijing Finance Bureau and Beijing Tax Service of State Taxation
Administration with a valid term of three years. However, as Fengmi (Beijing) Technology Co., Ltd.
failed to complete the registration in competent authorities, it enjoyed no tax incentives in 2018. It can
pay the enterprise income tax at a rate of 15% since 2019.

3. In accordance with the Notice of the Ministry of Finance and the State Administration of
Taxation on Enterprise Income Tax Policies for Further Encouraging the Development of Software and
Integrated Circuit Industries (Cai Shui (2012) No.27), commencing from the first year of earning profits
prior to December 31,2017, a qualified company can be exempted from the enterprise income tax for the
first two years and enjoy a 50% tax reduction on the statutory tax rate of 25% from the third to the fifth
year until the tax incentive period expires. Therefore, the Company’s subsidiary, Shenzhen Appotronics
Software Technology Co., Ltd., is qualified for the tax incentive policy of “exemption from income tax
for the first two years and 50% reduction for next three years”, which means, it can be exempted from
enterprise income tax from 2016 to 2017, and pay the enterprise income tax at a rate of 12.5% from
2018 to 2020.

4. In accordance with the Notice of the Ministry of Finance and the State Administration of
Taxation on Value-added Tax Policies for Software Products ( Cai Shui [2011] No.100), for
self-developed and produced software products sold by general VAT taxpayers, the
tax-refund-upon-collection policy is applicable to the part of their actual VAT burden in excess of 3%
after the VAT has been collected at a tax rate of 17%. The Company’s subsidiary Shenzhen Appotronics

Software Technology Co., Ltd. is qualified for enjoying such tax incentive from January 1, 2015.
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5. In accordance with Article 1 (26) of Annex 3 of the Notice of the Ministry of Finance and the
State Administration of Taxation on Implementing the Pilot Program of Replacing Business Tax with
Value-Added Tax in an All-round Manner (Cai Shui [2016] No.36), taxpayers are exempted from VAT
if they provide technology transfer, technology development, and 