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Corporate Profile
NEIlM

Sunny Optical Technology (Group) Company Limited (the “Company”
or “Sunny Optical Technology”, together with its subsidiaries, the
“Group”) (Stock Code: 2382.HK) is a global leading integrated optical
components and products manufacturer. The Group is principally
engaged in the design, research and development (the “R&D”),
manufacture and sales of optical and optical-related products. Such
products include optical components (such as vehicle lens sets,
optical parts of vehicle light detection and ranging (‘LiDAR”), virtual
reality (“VR”) perception and interaction lens sets, handset lens sets,
glass spherical and aspherical lenses and other optical components)
(the “Optical Components”), optoelectronic products (such as vehicle
modules, VR visual modules, handset camera modules, robotic vision
modules and other optoelectronic modules) (the “Optoelectronic
Products”) and optical instruments (such as intelligent inspection
equipment and microscopes) (the “Optical Instruments”). The Group
focuses on the optoelectronic-related products that combine optics,
electronics, algorithm and mechanical technologies in the application
fields such as vehicles, VR/augmented reality (“AR”), robots and
handsets.
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Five-year Financial Summary

L EHBERE

(RMB million, except for earnings per share and key financial indicators)
(AREEET  SREFIREZHEERGI)

OPERATING RESULTS &&¥4&

For the year ended 31 December

Revenue WA 31,681.3 33,196.9 37,496.9 38,001.8 37,848.7
Gross profit F 7| 4,590.4 6,605.0 8,736.2 8,697.9 7,750.7
Profit before tax [ %t Bil i F 1,358.1 2,714.9 5,634.9 5,642.9 4.550.4
Income tax expense A5 SZ (207.8) (240.8) (579.0) (702.6) (531.0)
Profit for the year F£R#EF) 1,150.3 2,474 1 5,055.9 4,940.3 4,019.4

Attributable to: 578 :
— Owners of the Company

RAFIRE 1,099.4 2,407.8 4,988.0 4,871.8 3,991.3

— Non- controlling interests
Eiver Fa 50.9 66.3 67.9 68.5 28.1
1,150.3 2,474 .1 5,055.9 4,940.3 4,019.4

Earnings per share - basic (in RMB)
BRERN - EX(ARHT) 1.0 2.2 4.6 4.5 3.6

ASSETS AND LIABILITIES EER & &

—g—=

Total assets EEHEE 50,297.1 43,001.3 38,773.8 35,438.1 30,693.1
Total liabilities S & &% 27,415.5 20,818.9 17,878.5 18,612.0 17,966.9
Net assets EEFE 22,881.6 22,182.4 20,895.3 16,826.1 12,726.2
Equity attributable to owners of the Company

RN B PR PR 2R 22,423.0 21,838.4 20,588.1 16,597.2 12,552.9
Non-controlling interests FE#E A% #E 25 458.6 344.0 307.2 228.9 173.3
Total equity #5458 22,881.6 22,182.4 20,895.3 16,826.1 12,726.2

KEY FINANCIAL INDICATORS = E B IZiEE

2023 2021
—E-= —_T_—F
Return on equity (%) AR A g 26 28 (%) 5.0 1.2 242 29.4 31.6
Gearing ratio (%) B &k % (%) 11.1 14.4 15.6 16.8 17.2
Current ratio (times) 7k = (%) 1.7 1.6 2.4 1.9 1.8
The above published results and the statement of assets and liabilities have  FiiBEHHEEMEENBER IR —BEERK
been prepared on a consistent basis. 2o

N
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To explore the prosperous road
for the development of China’s
optoelectronic industry
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Be stronger, bigger and go further to

become a “Hundred-Year-Old Brand”
in the optoelectronic industry
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Unswervingly implement the
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to build a world-renowned

optoelectronic enterprise



Chairman’s Statement

EREHRE

Mr. Ye Liaoning
ERERLE
Chairman and Executive Director

FERATEE

Dear shareholders of the Company (“Shareholders”),

The Company is pleased to present to the Shareholders the annual
report for the year ended 31 December 2023 (the “year under
review”).

In 20283, with the sluggish recovery of the global economy, the
continuous weak consumption demand and increasing international
geopolitical conflicts, the industry competition was extremely intense.
In the face of such complicated and difficult business environment,
the Group maintained its strategic focus, braved the difficulties and
consolidated the competitive advantages of major products in the
industry, maintaining its position as the global No. 1 in terms of
market share of vehicle lens sets, handset lens sets and handset
camera modules. During the year under review, the development
wave of the electrification and intelligence of automobiles continued to

4
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promote the steady growth of the Group’s vehicle camera business;
the market of vehicle LIDAR and head-up display (“HUD”) was further
expanded; and the Group achieved significant increase in revenue
from such businesses. However, the continued weak global demand
of smartphone market, the intense industrial competition and the
prolonged trend of de-specification of smartphone camera resulted
in the increasing pressure on average selling prices and gross profit
margins of handset lens sets and handset camera modules of the
Group, thus affecting the performance of the Group. For the year
ended 31 December 2023, the Group’s revenue was approximately
RMB31,681.3 million, representing a decrease of approximately 4.6%
as compared to that of last year. The profit for the year attributable
to owners of the Company was approximately RMB1,099.4 million,
representing a decrease of approximately 54.3% as compared to
that of last year. But it is exciting that the Group maintained a sound
cashflow position for the year ended 31 December 2023, which laid
a solid foundation for the Group’s future growth and the realization of
strategic targets, and ensured its sustainable development.

The Group deeply believes that a sound management of the
environmental, social and governance (“ESG”) can not only effectively
reduce operational risk, but also improve internal governance, attract
talents and expand the market, thus enhancing its comprehensive
competitiveness. As a result, the Group continuously improved the
ESG management during the year under review. In the governance
aspect, the Group appointed a new female independent non-
executive director, enhancing the diversity and independence of the
board of directors of the Company. In the environmental aspect,
the Group continued to strengthen the management of pollution
sources, optimized equipment, refined the energy structure and
constantly improved production process to enhance the utilization
rate of resources and energy. To facilitate the achievement of
environmental targets, the Group successfully issued the 3.5-year
sustainability-linked bonds with an amount of USD400,000,000
and set the greenhouse gas (‘GHG”) emissions reduction target as
the performance target of its sustainability-linked bonds, namely a
reduction of Scope 1 and 2 GHG emissions intensity by 20.0% by the
fiscal year of 2025 as compared to the baseline for the fiscal year of
2021.

and development opportunities for employees, and guarantees

In the social aspect, the Group continuously provides trainings

an equal, healthy and safe working environment. In addition to
increasingly enhancing the internal ESG management, the Group also

actively responds to inquiries from external third-party professional
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Chairman’s Statement

ERHE

rating agencies and has been recognized by such agencies. As at the
date of this report, Morgan Stanley Capital International (“MSCI”), an
international authoritative index agency, raised the ESG rating on the
Company from “A” to “AA” and the Carbon Disclosure Project (“CDP”)
of the Center for Global Environmental Research raised the rating on
the Company in terms of climate change by one level. In addition, the
Company was included in the “Hang Seng Corporate Sustainability
Index”, the “Hang Seng ESG 50 Index”, the “HSI Low Carbon Index”
and the “FTSE4Good Index Series”, respectively.

To safeguard the best interest of the Company and its Shareholders
as a whole, the Company repurchased 70,000 and 4,900 ordinary
shares on 29 September and 3 October 2023, respectively, to reflect
the confidence of the board (the “Board”) of directors (the “Directors”
and each a “Director”) and the management team in the long-term
strategy and growth of the Company.

Looking forward to 2024, it will still be a year full of challenges
and opportunities. The Group will continue to maintain its strategic
focus, stick to the principal optoelectronic business and focus on
promoting the work on the following three aspects: (1) exploring new
market potential and striving to improve the operation quality for
the smartphone related businesses; (2) building the competitiveness
on automobile, extended reality (“XR”) and robotic vision related
businesses to enhance its market position; and (3) strengthening the
management of capital investment, improving the input and output
efficiency and emphasizing the optimization of the operating efficiency.

| would like to express my sincere appreciation to the Shareholders,
customers and business partners for their long-standing support and
trust on behalf of the Board. | also express my gratitude towards all
the staff for their contributions to the development of the Group.

Ye Liaoning
Chairman and Executive Director

Hong Kong
20 March 2024
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Management Discussion and Analysis

MARKET REVIEW

Looking back to 2023, as the haze of the coronavirus disease 2019
(“COVID-19”) gradually dissipated, the global economy started the
process of recovery. Developing economies, in particular, released
stronger impetus and supported the overall recovery of the global
economy. However, the complicated and changeable international
situation, the surging inflation in various countries, the intensified
geopolitical conflicts, the reshaping of global industrial chains and
other challenges still slowed down the pace of global economic
recovery. The economic growth remained sluggish and all industries
faced severe challenges.

With the easing of the tight supply of key components, the automobile
production gradually normalized. The global automobile industry
resumed the strong momentum of growth in mid-2023 and the global
sales of lightweight vehicles restored the growth trend in 2023. In
particular, new energy vehicles have become the key direction for
the development of the global automobile industry. According to the
statistics released by EVTank, a research institute, the global sales
volume of new energy vehicles reached 14,653,000 units in 2023,
representing an increase of approximately 35.4% as compared to that
of last year. Among them, the sales volume of new energy vehicles
in the People’s Republic of China (the “PRC”) reached 9,495,000
units, accounting for approximately 64.8% of the global sales
volume. Meanwhile, the two trends of the intelligent development of
automobiles represented by intelligent cockpit and autonomous driving
urged automobiles to be equipped with more advanced sensors,
controllers, actuators and other devices and integrated with superior
modern communications and network technologies, which will bring
profound influence on the reform of the automobile industry. With the
increasingly accelerated electrification and intelligence of automobiles,
advanced driver assistance systems (“ADAS”) have generally become
core configurations of new vehicles. The demand for vehicle cameras
gradually increased and their applications were increasingly expanded.
However, with more and more new players entering the vehicle
cameras industry, the market competition becomes increasingly
intensified. Promoting technological innovation, improving product
quality and enhancing cost advantages gradually become key factors
in consolidating and enhancing the market position for suppliers of
vehicle cameras.
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Management Discussion and Analysis

B WD

Under the impact of the sluggish global economic recovery, the sales
in the VR terminal market were not optimistic. Nevertheless, with the
entry of new customers in the industry and the launch of more new
products, new vitality was injected into the VR industry. In addition, it
is even more exciting that a consensus on the huge potential of the
AR industry has been gradually reached and various tech behemoths
and handset manufacturers both at home and abroad start setting
foot in the AR industry. Currently, the market is in the stage of
diversified exploration and terminal AR glasses have been launched in
certain sectors. With the gradual improvement of relevant technology,
application scenarios, ecosystems and the composition of industrial
chains in the AR sector, diversified consumer products are expected
to gradually capture the attention of the public and the overall market
demand will be further boosted.

After the trough of the global smartphone market in the first half
of 2023, the channel inventory of smartphone manufacturers was
gradually improved. The global shipment volume of smartphones
in the second half of 2023 resumed growth year on year, but the
global shipment volume of smartphones throughout the year was
approximately 1,166,900,000 units, representing a year-on-year
decrease of approximately 3.2% (data source: International Data
Corporation (“IDC")).
brand manufacturers paid more attention to product innovation and

Under such an environment, smartphone

upgrading of specifications. Foldable smartphones were favored
by more and more consumers thanks to the innovation in the form,
technology and function as well as the optimisation of the price,
thickness, weight and other dimensions with the sales surged
significantly. In addition, major smartphone brand manufacturers still
considered cameras as a key component in leading the differentiated
competition on smartphones and continuously invested in upgrading
the specifications of cameras. Among them, many high-end and
flagship smartphones are well received in the market with the demand
exceeding supply. Meanwhile, the artificial intelligence (“Al”) function
started to facilitate the new era of smartphones. With the support
of Al, smartphones are endowed with new creativity, productivity
and possibility, which also promoted the diversified upgrading
of specifications of cameras and brought consumers with more
interesting experience in science and technology.
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Management Discussion and Analysis

Due to adverse factors on the global economy as well as the
challenges of the downward prosperity index of the industry,
the development of optical microscopic instruments in overseas
markets was under expectation. However, with increasing inputs
in the domestic scientific research and teaching market, intelligent
manufacturing and healthcare sectors in China and the full
implementation of the “import substitution” strategy, the medium — and
high-end optical microscopic instruments and intelligent inspection
equipment businesses in China will embrace key development
opportunities.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December
2023 shall be presented in the following three business segments,
namely Optical Components, Optoelectronic Products and Optical
Instruments.

OPTICAL COMPONENTS

In terms of the vehicle lens sets business, with the gradual easing of
the COVID-19 pandemic globally and the increasing stability of the
supply chains, the automobile industry is gradually recovering from
the dilemma of global semiconductor shortage and the automobile
production started to recover towards normalised conditions. The
global automobile market shows a trend of diversified development.
However, vehicle cameras, which remain to be the key configurations
for the intelligent development of all automobiles and ADAS vehicle
lens sets, in particular, witness the most rapid growth. During the year
under review, the shipment volume of vehicle lens sets of the Group
increased by approximately 15.1% to approximately 90,812,000
units as compared to that of last year. The global market share of
the Group was still ahead of others, which further enlarged the gap
between the Group and the second market player. In terms of the
updating and iteration of products, the Group has completed the R&D
of the 17-mega pixel “two-in-one” front-view vehicle lens sets, which
can achieve the combined function of a telephoto 8-mega pixel front
sensing vehicle lens set and a wide field-of-view 17-mega pixel front
sensing vehicle lens set. Meanwhile, in terms of hybrid vehicle lens
sets, the Group continues to boost innovation for optical structure
design to reduce the impact of plastic lenses’ deformation at high
temperatures on optical performance for the application of high-pixel
hybrid vehicle lens sets. During the year under review, the Group has
completed the R&D of an 8-mega pixel hybrid in-cabin monitoring
vehicle lens sets.
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Management Discussion and Analysis

B WD

In terms of the emerging vehicle optical field, the Group continues to
explore market opportunities in the fields, including LIiDAR, HUD and
smart headlamps, to strengthen product and patent layouts and seek
differentiated technological breakthroughs. In the LIDAR aspect, the
Group has successfully developed high-precision patch-type polygons,
scanning modules with polygons and various transceiver modules by
using different technical principles. During the year under review, the
Group obtained three new mass production projects, and continued
empowering the LIiDAR manufacturers. In the HUD aspect, the Group
focused on the core optical engine — picture generation unit (“PGU”)
business and sped up the R&D and marketing of new HUD products
with core manufacturers in the upstream and downstream of the
industry chain to realize diversified layouts with multiple technological
routes. In particular, the Group made great progress in AR-HUD
products during the year under review. The PGU module, with the
application of the digital light processing (‘“DLP”) technological route,
has achieved mass production during the year under review. In the
smart headlamps aspect, the Group has obtained various designated
projects for high-pixel headlamp products during the year under
review. Core lens sets for 1-mega level pixel headlamps have achieved
mass production, and the R&D of the hybrid micro-structural lens sets
for 0.01-mega level pixel headlamps has been completed. Meanwhile,
the Group actively seizes the opportunities arising from the ground
projection unit market. It has achieved a small batch of supply of
dynamic ground projection modules based on the digital micromirror
device (“DMD”) solution, which could apply to various scenarios
including safety warning, vehicle window projection, ground welcome
and chair back projection.

In terms of the emerging consumer-grade optical business, the
Group further deepened its strategic cooperation with famous VR
customers worldwide and successfully achieved the mass production
of key projects. Meanwhile, the Group actively invested in the R&D
of VR near-to-eye display related products and perception and
interaction lens sets and deployed key technologies and processes.
It has become the top-pick supplier of world-renowned customers.
In addition, the Group continuously strengthened the R&D efforts in
AR optical waveguides, optical machinery and optical engines and
enhanced the scaled product manufacturing capability to provide
customers with various product options, including comprehensive
solutions to the optical technology of AR products.

4
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Management Discussion and Analysis

For the handset lens sets business, the shipment volume of
handset lens sets of the Group decreased by approximately
1.8% to approximately 1,170,845,000 units during the year under
review as compared to that of last year. Due to the impacts of the
slower macroeconomic growth and the weak global demand of
the smartphone market in the first half of 2023, the demand for
handset lens sets declined significantly. In the face of the challenging
industry situation, the Group acted quickly and adopted various
proactive measures to respond to market changes. Firstly, the Group
continuously implemented the product strategy of “expanding revenue
sources” and rapidly followed up on customers’ demands in high-
frequency interactions with customers, thus maintaining its position
as the global No. 1 in terms of the shipment volume of handset lens
sets for four consecutive years amidst severe industry competition.
Secondly, the Group seized market opportunities, boosted
technological inputs, and accelerated the development of new
products. It has customized high-end products for various smartphone
brand manufacturers, and the handset lens sets with large image
size and variable apertures for main cameras and dual-group internal
focusing periscope handset lens sets have achieved mass production
during the year under review. Thirdly, the Group carried out various
engineering improvement programs with customers to optimise
detailed control in the production process, thus gaining recognition
from many customers.
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B WD

OPTOELECTRONIC PRODUCTS

In terms of the vehicle modules business, the Group continuously
and closely participated in the cooperation of industry ecosystems,
deepened the close interactions with MobileyeN°te '/ Horizon
RoboticsMete 2, NVIDIAN 3 and QUALCOMMNete 4 and became a certified
partner in advanced autonomous driving. The Group was devoted to
significantly expanding the market share of its products, especially
for the environmental perception product line, it successfully obtained
a global large designated project on 8-mega pixel vehicle modules
from the world’s number one automobile manufacturer, and further
consolidated its position as the global No. 1 in the market share of
8-mega pixel vehicle modules. For the in-cabin monitoring product line,
the Group developed the compact driver monitoring system (‘DMS”)
with algorithm partners. It vigorously explored overseas markets and
has obtained designated DMS projects from European customers. For
the viewing product line, leveraging on the advantages of the passive
anti-condensation technology, the Group rapidly increased the supply
proportion of 3-mega pixel panoramic vehicle modules to customers.
In addition, the Group has vigorously developed new products and
processes. For the risks on the blind area of the chassis during driving
through advanced automatic parking, the Group launched the real-
time monitoring system on the blind area of the chassis, which is
favoured by several potential customers both at home and abroad.
Meanwhile, the shipment volume of vehicle modules using automotive-
grade chip-on-board (“COB”) packaging technology is experiencing
continuous growth, and the Group has completed the delivery of
various products with lower costs and shorter delivery cycles.

Notes:

Mobileye represents Mobileye Global Inc.
2. Horizon Robotics represents Beijing Horizon Robotics Technology R&D
Co., Ltd. (db it FAetas AR B R A R)
. NVIDIA represents NVIDIA CORPORATION.
4. QUALCOMM represents QUALCOMM Incorporated.
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Management Discussion and Analysis

In terms of VR/AR fields, the Group and a renowned platform provider
completed the development of visual modules adapted to the next-
generation major platforms as a main solution of reference design
for the platform. Meanwhile, the Group completed the development
of a series of innovative miniaturised packaging technologies with
a priority on high-cost effectiveness to apply to all series of VR/AR
visual modules. In addition, in terms of the robotic vision field, new
solutions with the palm vein algorithm have been applied in intelligent
door locks and achieved small batch shipment while the red, green,
blue and depth (“RGBD”) robotic vision modules based on self-
developed algorithms have achieved mass production and shipment
for mainstream customers in the industry.

Under the background of the macroeconomic downturn, the sluggish
demand in the global smartphone market and the downgrade in the
specification of cameras, the handset camera modules business of
the Group was adversely affected. However, the demand for the
smartphone market showed a trend of recovery in the second half
of 2023, and the market demand for handset camera modules was
also improved. During the year under review, the shipment volume
of handset camera modules of the Group reached approximately
567,482,000 units, representing an increase of approximately 9.8% as
compared to that of last year. However, in light of the complex market
environment and the increasingly intensified pressure of cost and
competition, the profitability of the Group’s handset camera modules
business was under high pressure. As a result, the Group continued
to implement the “customer-oriented” policy, consolidated its
endogenous power, focused on business breakthroughs and further
reinforced leading technological strengths and product innovation
capabilities to enhance customer stickiness, thereby maintaining its
position as the global No. 1 amidst severe market competition. During
the year under review, the Group has achieved mass production of
variable aperture handset camera modules with large image size and
optical image stabilization (“OIS”) and 180-mega pixel periscope
handset camera modules. Meanwhile, the Group also strengthened
the layout of core actuators, continuously built advantages in the
vertical integration of lens set, motor and module, further improved
the product systematic integration and customization capabilities and
enhanced its product comprehensive competitiveness. During the
year under review, the Group has achieved mass production of large
image size (image size is 1/1.3”) handset camera modules based
on integrated design (equipped with the self-developed OIS motor).
In addition, the Group continuously promoted the construction of
intelligent factories and the global layout of manufacturing bases,
and further boosted its strengths in high-end scale manufacturing
capability and its industry-leading position.
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OPTICAL INSTRUMENTS

In terms of the intelligent equipment business, with the focus on
industrial intelligent equipment, medical equipment and the demand
for equipment in emerging markets, the Group fully leveraged on its
advantages in optical imaging, image processing algorithms and other
technologies and continuously empowered advanced manufacturing.
During the year under review, the Group completed the R&D of
handset chip component inspection equipment, which adopted high
precision optical system and the combination of self-developed Al
models with traditional image algorithms to achieve high-precision
inspection on defects, and is at the industry-leading position in overall
efficiency and inspection performance of equipment.

In terms of the microscopic instrument business, the Group seized
the intelligent upgrading of the medical business and the trend of
import substitution, continuously tapped into technological innovation,
built the advantages of the “Mingpeijiao Strategy” (&H A8EL) and
“self-owned brands”, consolidated and expanded the market size
of the microscope and intelligent medical scanner business. During
the year under review, the Group has completed the R&D of blood
morphological scanners, participated in the strategic cooperation with
a leading enterprise in the blood detection sector and achieved small
batch delivery. The scanning speed and imaging quality of this product
are in the first echelon in China. Meanwhile, the Group expanded
the fluorescence for circulating tumour cell scanners to five channels
to support the integrated imaging with fluorescence in light fields
and various channels. It has successfully promoted this product to
overseas markets. In addition, the Group and its partners formulated
and completed solutions on the diagnosis of circulating tumor cells.
The success of the product demonstrated the Group’s progress and
leading position in fluorescence imaging technology, as well as its
strong core competitiveness in the high-end microscopic scanner
market. Besides, the Group made innovations and breakthroughs in
the technology for semi-apochromatic metallurgical objectives with an
ultra-long working distance and achieved the mass production of full
series of objectives. Such product has the longest working distance in
China and can achieve high-resolution and high-precision imaging in
the industrial semiconductor sector.
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FINANCIAL REVIEW
Revenue

For the year ended 31 December 2023, the Group’s revenue was
approximately RMB31,681.3 million, representing a decrease of
approximately 4.6% as compared to that of last year. The decrease
in revenue was mainly attributable to the decrease in the revenue of
handset lens sets and handset camera modules of the Group as a
result of the continued weak global demand of smartphone market,
the intense industrial competition and the prolonged trend of de-
specification of smartphone cameras, which were brought by the
factors such as slow recovery of the Chinese economy and the
uncertainties of the global economy.

Revenue generated from the Optical Components business segment
was approximately RMB9,555.1 million, representing a slight increase
of approximately 0.9% as compared to that of last year. The slight
increase in revenue was mainly attributable to the increase of revenue
of the vehicle lens sets by increased shipment volume. Meanwhile,
the revenue of vehicle LIDAR and HUD related products achieved
significant increase as the market was further expanded. The increase
in revenue from these businesses offset the decrease in revenue of
handset lens sets.

Revenue generated from the Optoelectronic Products business
segment was approximately RMB21,599.4 million, representing a
decrease of approximately 7.4% as compared to that of last year. The
decrease in revenue was mainly attributable to the decreased average
selling price of handset camera modules affected by the prolonged
trend of de-specification of smartphone cameras and the intense
industrial competition.

Revenue generated from the Optical Instruments business segment
was approximately RMB526.8 million, representing an increase of
approximately 30.5% as compared to that of last year. The increase in
revenue was mainly attributable to the increase in the market demand
for optical instruments applied to domestic industrial and medical
fields and the increase in the market demand for mid- to high-end
optical microscopic instruments driven by the implemen