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B B About the Report

About the Report

This report is the 2022 Environmental, Social and Governance (“ESG")
Report issued by Sunny Optical Technology (Group) Company Limited
(the “Company” or “Sunny Optical Technology”), which mainly
summarizes the ESG work methods, commitments and strategies of
the Company and its subsidiaries (the “Group”).

Reporting Period °

Unless otherwise stated, the report covers the period from 1 January
2022 to 31 December 2022 (the “Reporting Period”).

Definitions °

For ease of presentation and reading, in this report, all of the “Group”,
“we"” or “us” refer to Sunny Optical Technology (Group) Company
Limited and all its subsidiaries, and the “Company” refers to Sunny
Optical Technology (Group) Company Limited.

Reporting Boundary °

The scope of this report covers the Company and its main subsidiaries
located in Yuyao City, Zhejiang Province, the People’s Republic of China
(the “PRC” or “China”), namely Zhejiang Sunny Optics Co., Ltd. (“Sunny
Zhejiang Optics”), Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”),
Ningbo Sunny Automotive Optech Co., Ltd. (“Sunny Automotive
Optech”) and Yuyao Sunny Optical Intelligence Technology Co., Ltd.
(“Sunny Optical Intelligence (Yuyao)”) (Note 1, 2). During the Reporting
Period, the main operating revenue of the four subsidiaries covered in
this report accounted for more than 90.0% of the revenue of the Group.

Compared with the ESG report published by the Company in 2021
(“2021 ESG Report”), the coverage of the social key performance
indicators (“KPIs”") in this report has been adjusted (Note 3), and there
are no major adjustments in other categories.
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- Notes °

1. The content and the KPIs in the chapters of Corporate Governance, ESG

Governance, Talent Management and Community Welfare cover the Group;

2. The content and the KPIs in the chapters of Green Operation, Product
Responsibility and Supply Chain Management cover the Company and Sunny
Zhejiang Optics, Sunny Opotech, Sunny Automotive Optech and Sunny Optical
Intelligence (Yuyao);

3. In order to reflect the implementation of social sustainable development
management measures in more subsidiaries, we adjusted the coverage of the
social KPIs in this report from 2021 and added relevant data of Sunny Optical
Intelligence (Yuyao).
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Reporting Principles °

This report has been prepared in accordance with the Environmental, Social and Governance Reporting Guide in
Appendix 27 to the Rules Governing the Listing of Securities published by the Stock Exchange of Hong Kong Limited
(the “"Hong Kong Stock Exchange”) and complies with its reporting principles:

“Materiality”: During the preparation of this report, important stakeholders have been identified, and important ESG
issues have been determined through materiality assessment;

“Quantitative”: This report uses quantitative data to present KPIs in environmental and social areas, with explanations
provided to illustrate their purposes and impacts;

“Balance”: Based on the principle of balance, this report objectively presents the current state of the ESG management
of the Group;

“Consistency”: Unless otherwise stated, this report uses consistent data statistics methods compared with that in the
2021 ESG Report, and no major changes have occurred.

Data Explanation °

Unless otherwise stated, the data used in this report mainly include the internal statistical data and relevant public data
of the Company and its four subsidiaries. The Group provides reasonable assurance that there are no deceptive records,
misleading statements or major omissions in the content of this report. The currency in this report is denominated in
Renminbi (“RMB”).

Publication Method °

This report is published in an electronic format on the websites of the Company (http://www.sunnyoptical.com) and
HKEXnews of the Hong Kong Stock Exchange (http://www.hkexnews.hk). This report is in Chinese and English. If there
is any inconsistency, please refer to the Chinese version.

Contact Method ®

If you have any queries or suggestions in relation to this report or the ESG management of the Group, please contact
us through e-mail (iroffice@sunnyoptical.com).
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Chairman’s Statement

Ye Liaoning
Chairman and Executive Director

2022 was an extraordinary year when the coronavirus disease 2019 (“COVID-19") had resurged for the third year in
a row. Downward pressure on the global economy continued to increase, with rising costs of energy, logistics and
raw materials and weakening consumer demand. Meanwhile, the industry in which the Group operates has become
increasingly competitive. Standing up against the complex and tough external landscape, the Group was able to maintain
its strategic focus to strengthen and refine its advantageous business in handsets and vehicles and consolidate its
industry leadership of main products, while staying committed to its social responsibility.

Product quality has always been the core of our long-term development. In 2022, our three main products, namely
handset lens sets, handset camera modules and vehicle lens sets, gained the global No. 1T market shares. The trend of
“electrification, networking and intelligence” is also driving the rapid development of our vehicle related business. In
addition, we have accelerated our deployment in new businesses such as augmented reality (“AR")/virtual reality (“"VR")
and robotic vision and increased our investment in research and development in order to lay a solid foundation for the
Company to cultivate new business driving forces.
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Apart from business development, sustainability is also a key concern for us. During the Reporting Period, we further
explored opportunities in clean technology and developed a wide range of green and energy-efficient products. We
strictly complied with the requirements of environmental laws and regulations and took up environmental responsibility
throughout the whole product lifecycle by means of green product design, technological innovation and manufacturing
reform, environmental testing and supply chain environmental audits. During the Reporting Period, we procured a total
0f 90,202.4 MWh of green electricity and reduced carbon dioxide emissions by approximately 63,457.4 tonnes, supporting
the Group achieving its goals of “28-58" carbon peak and carbon neutrality and greenhouse gas emission reduction.
Furthermore, we required our suppliers to comply with international laws and regulations, industry standards and the
Group's policy and requirements on human rights management, business ethics, hazardous substances management
and conflict minerals management, and to work with us to create a sustainable win-win ecosystem.

Meanwhile, the Group consciously undertakes its responsibilities as an enterprise citizen in corporate governance, talent
training and public welfare, etc. The assignment of a new female independent non-executive director has enhanced the
gender diversity and independence on our Board. In addition, we implemented a number of talent retention initiatives
and launched various employee care activities to enhance employee satisfaction. During the Reporting Period, we
continued to improve our training system through employee and supplier empowerment training and iterations of our
learning system platform. We empowered our employees and partners at all stages, fully emphasised the capabilieies
of employees and cooperative partners and pursuited of high-quality and healthy development. We are also actively
involved in charitable causes and have long been committed to education, poverty alleviation and environmental
protection activities, contributing to the economic and social development of our local communities.

Thanks to these efforts, the ESG performance of the Group has been widely recognized by the society. During the
Reporting Period, the Group was selected as constitutes of the FTSE4Good Index Series, Hang Seng ESG 50 Index, Hang
Seng Corporate Sustainability Index and HSI Low Carbon Index, reflecting the recognition of the capital market for our
work in sustainable development.

Looking forward to 2023, despite the challenging external environment, the Group will remain strategically position to
leverage its global footprint, actively plan for a sustainable future, and work with stakeholders to explore sustainable
development in response to global challenges.

Ye Liaoning
Chairman and Executive Director

China
April 21, 2023
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About the Group

Founded in 1984, the Group is a global
leading integrated optical components
and products manufacturer. The Group
was listed on the Main Board of Hong
Kong Stock Exchange in June 2007.

As at the end of the Reporting Period, the Company has been
included in indexes such as Hang Seng Index, Hang Seng China
Enterprise Index, Hang Seng TECH Index, Hang Seng Corporate
Sustainability Index, Hang Seng ESG50 Index, HSI Low Carbon
Index and FTSE4Good Index Series.

The Group is principally engaged in the design, research and development (“R&D"), manufacture and sale 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”"), VR positioning lens sets, handset lens sets, glass spherical lenses for digital cameras
and other optical components) (the “Optical Components”), optoelectronic products (such as vehicle modules, VR
folded path (“Pancake”) modules, VR visual modules, handset camera 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 application fields of optoelectronic-related products, such as vehicles,
VR/AR, robots and handsets, which are combined with optical, electronic, algorithm and mechanical technologies.
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Global Deployment

The Group’s production bases in China are located in Yuyao of Zhejiang
Province, Zhongshan of Guangdong Province, Shanghai and Xinyang of Henan
Province, respectively. In order to promote its global layout and satisfy the
demand in overseas markets, the Group has established production bases in
India and Vietnam, respectively. Meanwhile, in order to have timely insight
into the industry opportunities and cater to the customers for rapid R&D, the
Group has set up R&D centers in China, the U.S.A. and South Korea to provide
more international technical support and reserves.

@ Production bases @ R&D centers

Sunny Zhejiang Optics
Primarily engaged in the design, manufacture and sales of handset lens sets, interactive lens
sets, fresnel lenses and other optical components.

Sunny Opotech
Primarily engaged in the design, manufacture and sales of optoelectronic products
including handset camera modules, three-dimensional (“3D”) optoelectronic products, etc.

Sunny Automotive Optech
Primarily engaged in the design, manufacture and sales of vehicle lens sets and other optical
components and assemblies applied in the vehicle industry.

Sunny Optical Intelligence (Yuyao)
Primarily engaged in the design, manufacture and sales of 3D depth vision sensing products
applied in the areas such as AR/VR, drone, smart home, mobile payment and sweeping robot.
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Corporate Culture

The details of the system of spiritual culture with “Create Together” as the core value are as follows:

. Carry forward three spirits: the entrepreneurial spirit of hard working; the innovative spirit of keeping up with
the times; and the team spirit of working together in harmony

Practice four philosophies: employee-oriented development; integrity and professional ethics; the pursuit of
character through knowledge and action; and responsive behavior

. Strengthen five relationships: create a solid foundation with all shareholders; create an excellent brand with
all employees; create a market for products with partners; create room for industry development with industry
peers; and create a civilized and progressive society with all sectors of society

Mission
@ To explore the prosperous road for the development of China’s optoelectronic industry
\

Vision
ﬁ Be stronger, bigger and go further to become a“Hundred-Year-Old Brand”in the optoelectronic industry
S

Development strategy
Unswervingly implement the “Mingpeijiao” (% B ) strategy to build a world-renowned optoelectronic enterprise

10
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Brand Image

The Group attaches great importance to the construction of brand management and improves
our brand recognition through unified visual images.

We carry out semi-annual and annual self-assessment on various visual identity (“VI”) projects,
and make timely rectifications for non-compliant projects. We also further strengthen our
employees’ awareness of brand management through training courses such as logo (“Logo”)
design methods and usage specifications. During the Reporting Period, the design of the Group’s
mascot image was completed and the relevant copyright was registered.

Industry Associations

In order to better fulfill our social responsibility and create room for the development of the industry together with
industry peers, the Group actively maintains close relationships with industry associations and community.

As at the end of the Reporting Period, the Group has joined the following associations:

1"

Chinese Optical Society

DDD
DDD

Zhejiang Federation of Industrial Economics/Zhejiang Enterprise
Confederation/Zhejiang Entrepreneurs Association

Ningbo Medical Device Industry Association




Awards and Recognitions

Award and recognitions

Corporate Comprehensive Strength

Quam IR Awards 2021 “The Most Remarkable
Investor Relations Recognition — Hong Kong

Index Constituents (Hang Seng Index) Category”

“Best Investor Relations Award for Hong Kong
Listed Companies”

“2021 Excellent Quality Award” and “2021 Best
Innovation Award”

“Joint Technology Innovation Award”

“2021 Best Partner Award” and “2021 Best
Quality Award”

“2021 Best Supplier Award”

“2021 Best Innovation Award”

“Best Innovation Award”

“2022 Yuyao Municipal People’s Government
Quality Award”

“Best Supplier Award”

“2023 Best Partner”

2022 Environmental, Social and Governance Report

Awarded by

China Tonghai IR Co., Ltd.

Securities Times

vivo Mobile Communication Co., Ltd.

Honor Device Co., Ltd.

Kunshan QTech Microelectronics
Technology Co., Ltd.

Xiaomi Communication Technology Co.,
Ltd.

vivo Mobile Communication Co., Ltd.

OPPO Guangdong Mobile
Communications Co., Ltd.

Yuyao Municipal People’s Government

Ficosa International (Taicang) Co., Ltd.

Ecovacs Robotics Co., Ltd.

Awarded to

Sunny Optical
Technology

Sunny Optical
Technology

Sunny Zhejiang
Optics

Sunny Zhejiang
Optics

Sunny Zhejiang
Optics

Sunny Opotech

Sunny Opotech

Sunny Opotech

Sunny Automotive
Optech

Sunny Automotive
Optech

Sunny Optical
Intelligence (Yuyao)

Corporate Social Responsibility

Ranking 46th on the “2021 Hurun China 100
Most Sustainable Private Companies”

“2022 Forbes China Sustainable Development
Industrial Enterprises TOP 50”

“Inno ESG Prize 2022 - ESG Award”

“2022 Zhejiang Provincial Green Low-carbon
Factory”

Labor Management

Hurun Research Instiute

Forbes China

Society Next Foundation

Economy and Information Technology
Department of Zhejiang

Sunny Optical
Technology

Sunny Optical
Technology

Sunny Optical
Technology

Sunny Optical
Intelligence
(Yuyao)

“2022 Most Influential Employer”

Haitou.cc

Sunny Zhejiang
Optics

12
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Corporate Governance
Governance Optimization

The Group has established a sound corporate governance structure. The board (the “Board”) of directors (the “Directors”,
each a “Director”) is accountable to all stakeholders and drives and leads the business development and operation of the
Group in a responsible and effective manner through the development of corporate strategies, corporate governance
policies and practices that align with the corporate culture.

As at the release date of this report, the Board comprises eight Directors, including three executive Directors, one non-
executive Director, and four independent non-executive Directors. In accordance with the articles of association of the
Company, at each annual general meeting of the Company, one-third of the Directors for the time being (or, if their
number is not a multiple of three, the number nearest to but not less than one-third) shall retire by rotation provided
that every Director shall be subject to retirement by rotation at an annual general meeting at least once every three years.

The Board has established four specific committees, namely audit committee, remuneration committee, nomination
committee and strategy and development committee. Each committee has adequate resources to carry out its functions
and may seek independent professional advice where appropriate. The terms of reference for each committee have
been published on the website of the HKEXnews of the Hong Kong Stock Exchange (http://www.hkexnews.hk) and
the website of the Company (http://www.sunnyoptical.com) for stakeholders to review. The external auditor, Deloitte
Touche Tohmatsu, acts as the provider of independent auditing services of the Company.

The remuneration of the Directors are determined by the Board as recommended by the remuneration committee, having
regards to the Group’s operating results, individual performance and/or comparable market statistics. Please refer to
the Sunny Optical Technology (Group) Company Limited Annual Report 2022 (“2022 Annual Report”) for more details.

Sunny Optical Technology (Group) Company Limited

Board of Directors

Strategyand Nomination Committee Remuneration Committee Audit Committee
Development Committee

Strategic ffInformation : : Human Inve§tor
Financial Relations

Developmentll Technology Dept Resource Audit Dept.
Center Dept. pt.

Sunny
Research
Institute

the Party &

R the Masses

Dept.

™

EH
-—V
~vJU Note

Sunny Optical (Zhejiang) Research Institute Co., Ltd. (“Sunny Research Institute”)
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Board Diversity

We believe that board diversity can enhance corporate governance standard and decision-making capabilities, and it is
an essential element in supporting the achievement of our strategic objectives and sustainable development. Therefore,
the Company has issued the Board Diversity Policy ( {EZEEEHE ZTTLEER) ) to fully consider the diversity policy
when identifying suitable candidates for Board members. In designing the Board’s composition, we consider the
Board diversity from a wide range of aspects, including but not limited to skills, knowledge, gender, age, cultural and
educational background or professional experience and other factors. With effect from 1 January 2023, the Group has
appointed one female independent non-executive Director who is also a member of the Board’s Audit Committee,
Remuneration Committee and Nomination Committee. We hope that the diversified composition of the Board can
provide different perspectives, insights and questions to enable the Board to perform its duties and responsibilities
more effectively, support better decision making in view of the core businesses and strategies of the Group. We have
also clearly defined the duties and authorities of the Chairman of the Board (the “Chairman”) and the chief executive
officer (the “CEQ”") of the Company in relevant documents to strengthen the standardization and effectiveness of the
Group's corporate governance.

The composition of the Board is summarized as below:

Ye Wang Wang Zhang Feng Shao

Liaoning Wenjie Wenjian  Yuqing HualJun Yang Dong
Gender Male Male Male Male Male Male Male | Female
Age 57 50 55 75 75 59 53 55

Skills/knowledge/professional experience

Financial management

Operation management

Risk management

NIENENEN A
NENENENEY

v
v
Capital market v
v
v

Strategic planning

Board committee leadership
experience v v v v v v

Optical industry and other
related industries experience v V4 V4 v v v v

14
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Enterprise Risk Management

The Group has attached great importance to enterprise risk management ("ERM”) and has established an ERM system.
We have formulated the Risk Management Policy ( {EIEEIEHIE) ) and established a risk management policy
framework. Meanwhile, in order to ensure the smooth implementation of risk management, the detailed daily risk
management work has been defined and executed through the Overall Risk Management Procedures ( { £E B[ E
IEF2F) ) and Key Risk Indicators Regulatory Requirements ( {EASEEEIEIZESE EK) ). For work of the Group's risk
management, please refer to the section headed by Enterprise Risk Management of Corporate Governance Report in
2022 Annual Report.

The Board

Second line of defense

Mainly responsible for coordinating the
planning, construction, maintenance
and enhancement of the risk
management and internal control l i

system
o Risk Management Group o
Third line of defense
Mainly responsible for examining,
A auditing and monitoring the
overall risk management works

of the first and second lines of
defense

The Board/ Audit Committee is the top
decision-making body of risk management of
the Company

Audit Committee

First line of defense

Mainly conducts the collection
of initial risk information and
risk identification, proactively
implements risk response plans
and participate in the construction
of risk management culture
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The composition of the Group’s overall risk management appraisal group is updated on an annual basis. The group is
responsible for evaluating and supervising the comprehensive risk management work and promoting the implementation
of the annual overall risk management activities of the subsidiaries. During the Reporting Period, the Group updated
the Measures for Overall Risk Management Performance Appraisal ( {2 E A ERBEREZZIEE) ) to emphasize the
integration of risk management with business for enhancing the risk resistance of each subsidiary. We integrated the
ERM into business management, and integrated the ERM system with the International Organization for Standardization
(“1ISO”) quality management system, strategic system and other systems to establish a normalized and dynamic mode of
risk management, and guided the business departments to formulate corresponding improvement measures through
risk indicators’ early warning, and continuously optimized implementation of risk management.

In order to better empower employees at all levels with risk management knowledge and skills, during the Reporting
Period, we launched online and offline risk management trainings covering all subsidiaries, with more than 4,000
trainees, of which over 90.0% of the management cadres at the level of associate division manager and engineers and
above were covered. In addition, the Group shared risk management-related knowledge through the “Sunny Family”
WecChat official account and “Sunny Journal” internal journal for publicity to all employees.

In order to systematically improve the compliance awareness and core business capability of the Group’s subsidiaries
to cope with global trade compliance risks, respect and comply with the trade laws and regulations of major trading
countries and regions and the cultural customs of partners, we set up a trade control compliance structure under the
Risk Management Committee, and set up a trade control compliance management group for the company and its
subsidiaries. We have formulated compliance policies such as the Trade Control Compliance System ( {EZEH| &R
#IE) ) and the Statement of Management Commitment on Trade Control Compliance ( (BN E ZE ISR EIE
[BAGEEEE) ) to clarify the trade control compliance policies and management responsibilities that internal business
must follow. We cooperate with expert team to guide subsidiaries to establish and improve material supply screening,
sensitive material and product classification review, transaction risk warning and other mechanisms to ensure compliance,
healthy and efficient operation of the Group’s overall business process and transaction activities.

16
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Business Ethics

The Group always adheres to the principle of integrity and has O | X

zero tolerance for any form of bribery, corruption, extortion, fraud,

embezzlement and money laundering in all business activities. We O
have been ramping up our anti-corruption efforts to build a line I

of defense through corruption investigation, review of connected

transactions, integrity promotion and training, system construction

and corruption risk identification, and improving internal control

measures. We work to move toward the goal of “do not dare to
corrupt” in objective behaviors, “cannot corrupt” in system and
process and “do not attempt to corrupt” in consciousness, so as to The Group has set up the following various

maintain a clean and self-disciplined business environment. of whistleblowing channels, all of which are
managed by dedicated persons:

[ ]

We abide by the laws and regulations related to business ethics
in the countries and regions we operate, such as the Anti-Unfair
Competition Law of the PRC ( ( FEARHZMBER AEEHFE) ),
the Regulations of the PRC on Administrative Penalties for Public =0 Telephone
Security ( (FREARLMBEAREZESIHEH]) ), the Law of the Q@ 86 son 69550607
People’s Republic of China on Anti-money Laundering ( (& A

ERHEME R 7EE2E) ) and the Basic Norms on Internal Control of

Enterprises ( {(RZENEITHIEAKIRE) ). We have established a

business ethics management team directly led by the Chairman )

to continuously supervise and evaluate the business ethical work. E-mail

The audit department of the Group (the “Audit Department”) is Audit Department
responsible for auditing the compliance of connected transactions
and the declarations in relation to the related persons in all business of
previous year and reporting the audit results to the Audit Committee
annually. We also appoint an external auditor to review the Group'’s
continuing connected transactions. The Group’s enterprise cultural
group is responsible for building a culture of honesty and integrity, Address

and supervising and evaluating the cadres by formulating a negative @ Audit Department, No. 66-68, Fengle Road,

audit@sunnyoptical.com
Audit Committee
auditcommittee@sunnyoptical.com

list of the value of cadres. The Inspection Division within the Audit Yuyao, Ningbo, Zhejiang Province, China,
Department has been responsible for publicizing business ethics Postal code: 315400

throughout the Group, establishing an integrity and compliance
system, maintaining reporting channels, and receiving and
investigating the matters reported. During the Reporting Period,
the Group’s business ethics audits were conducted in accordance
with annual guidelines throughout all subsidiaries. The audit projects
include routine audit projects (related party declarations, related
party compliance audits, suppliers’ related party declarations and
procurement business projects) and temporary projects, with the
completion rate of 100.0%. High-risk areas of business ethics were surveyed and improved.

Network platform
“Integrity Sunny” WeChat official account

The Group has adopted the Anti-Corruption Policy ( {RESHIE) ) (https://www.sunnyoptical.com/webfile/fck/
file/6¢515227-60b5-418f-9648-0ecd99703eb3.pdf) to prevent and control various corruption and fraud incidents such
as commercial bribery, commercial benefit transmission and financial embezzlement. During the Reporting Period,
the Group updated the Administrative Measures for Rewards and Punishment of Employees ( { 8 T#EE1RHHEL) )
and formulated the Measures for the Investigation and Administration of Fraud Cases ( { BB ZEAHATEEIEE) ).
By doing so, the Group aimed to give full play to the role of supervision in internal audits, regulate the investigation
of corruption cases, and specify the responsibilities of different departments in investigating and handling cases and
punishing disciplinary personnel. We, by revising the terms and conditions of rewards and penalties, urged employees
to comply with corporate management rules and business ethics. In addition, we issued the Circular on Strengthening
the Management over the Special Sunny Integrity Module ( {BAFNIN5&"FaFEEEEE"EIEAYEH) ) to establish a
mechanism for reporting to the module and improve the process for handling gifts and gratuities that cannot be returned.

During the Reporting Period, there were no concluded legal cases regarding corrupt practices brought against the
Company or its employees and major non-compliance matters in the audit work.

17
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The Group has formulated the Whistleblowing Instructions and Rewards and Protection Measures ( {Z2%R 7800
12BN, REPHE) ) (https://www.sunnyoptical.com/webfile/fck/file/50381b47-38ef-43fa-982c-5b9fbd51e705.
pdf) to clarify the whistleblowing scope of acceptance, channels, rewards and protection policies. The Audit
Department will verify and investigate of the whistleblowing matters according to the management level
or job qualifications of the person being reported after receiving the whistleblowing data, and temporarily
deploy personnel to set up an investigation team according to the work requirements. During the investigation
process, no one shall disclose the progress of the investigation, evidence data and other related information
to a third party. We have established rigorous confidentiality measures and procedures. The information of the
whistleblowers, especially the information related to personal data privacy and the information they provided
will be kept confidential. The Group will make every effort to protect the personal safety and property safety
of the whistleblowers, and take various protection measures based on the whistleblowers’ opinions. For any
criminal and illegal activities, the Group will assist the whistleblowers in investigating the legal responsibility
of the corresponding persons.

4

The Group includes the introduction of the Anti-Corruption Policy ( { R EJ5HIE) ) in the orientation training of new
employees, and publishes related courses and articles irregularly through the cyber academy, internal journals, Tik
Tok and WeChat official account. Furthermore, we conduct integrity publicity through the bulletin boards, integrity
speeches and integrity commitments in subsidiaries. During the Reporting Period, we conducted a total of 14 on-site
anti-corruption training sessions, with nearly 1,000 person-time, covering all the Directors, all functional departments
of the Group, management cadres at and above the line manager, and employees occupying sensitive positions.

In December 2022, the Audit Department of the Group organized the planning
of Series of Publicity Activities on the International Anti-Corruption Day. The
activities, attracting approximately 20,000 participants, included hanging anti-
corruption banners in all factories, conducting online knowledge contests,
developing little theaters themed anti-corruption on Tik Tok, and publishing
relevant articles in the internal journal of “Sunny Journal”. Through anti-

corruption-related activities, the Group aimed to help employees understand ChD Anti fraud and

Anti-Corruption

-
the importance of anti-corruption work, enhance the anti-corruption
awareness, and foster a clean and upright corporate cultgl environment. Q
ij [ 3 \E QQ
A
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ESG Strategy

2022 Environmental, Social and Governance Report

Upholding the core value “Create Together”, we are committed to creating a civilized and progressive society with
all walks of life and fulfilling our responsibilities in sustainable development. The Group’s sustainable development
capability will be further enhanced by formulating a series of specific sustainable development targets, establishing a
sustainable development management framework and building corresponding evaluation indicators.

L L L 4
Social o ____ Environmental Economic
Responsibility Responsibility Responsibility

We believe that the harmonious
development of the society
requires the joint efforts of
everyone and every
organization. It has been one of
our goals pursued to create a
civilized and progressive society
with all walks of life and make
our own contribution to social
development. We believe that
enterprises are the cells of the
society. We grow up thanks to the
nurturing of the society and
shoulder the responsibility of
returning the society.

We believe that enterprise has
responsibility, which is
imperative, in promoting the
sustainable  development  of
environment. As an enterprise
with social responsibility, we fully
consider  the  environmental
protection requirements in the
operational  activities, follow
various international
environmental protection laws
and regulations, and pursue
environmental protection and
sustainable development through
technological innovation and

manufacturing reform, etc.

We are willing to assume our
responsibilities as an enterprise
citizen on economic
development, social security and
cultural education, and have
been devoted to the progress and
sustainable development of the
society for the long term.

Major Targets

Environmental Targets

Social Targets

Saving paper
Saving electricity
Saving water

Reducing the emission of greenhouse gas
Reducing the emission of hazardous wastes

o O
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Progress in 2022

Setting "dual carbon" goal: achieving carbon
peaking by 2028 and carbon neutrality by
2058;

Setting goals of reducing greenhouse gas
emissions: reducing the intensity of Scope 1
and Scope 2 greenhouse gas emissions
(tCO26/RMB  million revenue) by 20.0% by
fiscal year (“FY") 2025 compared with the
FY2021 baseline (note).

No significant safety liability accidents
Consistently providing training and develop-
ment opportunities to employees

Providing an equal, healthy and safe working
environment

Ensuring that the number of major safety
accidents is 0;

Ensuring that the number of training hours per
employee grew by 3.9 hours compared with
the previous year;

Ensuring that the number of occupational
diseases was 0.

The intensity of Scope 1 and Scope 2 greenhouse gas emissions for FY2021 was 10.3 tCO,e/RMB million revenue
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ESG Management Structure

The Group has established an ESG management structure composed of the Board, the Audit Committee, the ESG
management and promotion team and the ESG promotion team, to conduct the top-down supervision over ESG matters
and ensure the smooth implementation of the Group’s ESG work.

Directors

Audit Committee \
ESG Management and Promotion Team\

ESG Promotion Team

The Board is the ultimate supervisory body of ESG matters of the Group. The Board takes overall responsibility for
the ESG management system and information disclosure. Specifically, the Board ensures that the Group establishes
appropriate and effective ESG risk management and internal control systems, supervises and manages ESG targets and
work progress, and approves the disclosure in the ESG report.

The Board has also authorized the Audit Committee to supervise the ESG management
of the Group on behalf of the Board. The responsibilities of the Audit Committee include:

Reviewing and recommending on the ESG strategies and policies of the Group;

Reviewing the external communications policy of the Group and monitoring its
implementation;

Reviewing the Group’s annual ESG report and making recommendations to the Board in
relation to the approval on the ESG Report;

Reviewing and examining annually the effectiveness of the Audit Committee in the discharge
of its duties of overseeing the ESG-related matters of the Group and the terms of reference,
and advising the Board on any changes which it considers necessary;

Considering other matters specified or appointed by the Board from time to time.
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The Group’s ESG management and promotion team consists of the CEO and the vice president as the team leader
and deputy team leader respectively as well as the management members of functional departments and relevant
subsidiaries involved in the Group’s ESG. During the Reporting Period, the ESG management and promotion team
was responsible for communicating with stakeholders, identifying the ESG risks facing the Group, optimizing the ESG
management system, and formulating objectives and work plans. This further propelled the establishment of the ESG
management system and the implementation of related work.

In order to assist the ESG management and promotion team in carrying out the ESG work, the Group has also set up an
ESG promotion team under the ESG management and promotion team. The ESG promotion team consists of persons
in charge of the Company’s Legal Affairs Department, Audit Department, Administration Office, Financial Department,
Human Resource Department, the Party & the Masses Office, Information Technology Department, Strategic Development
Center, Investor Relations Management Department and relevant departments of subsidiaries. The ESG promotion team
is responsible for implementing the ESG work of the Group, collecting ESG information, preparing annual ESG reports
and disclosing ESG information through various channels.

During the Reporting Period, the Group participated in training organized by the Hong Kong Stock Exchange, customers,
investment institutions and third-party rating organizations on the latest ESG developments, ESG rating standards, green
energy and low-carbon development of enterprises, so as to help relevant personnel strengthen their ESG expertise
and skills.

Board Statement

The Group has established an ESG management structure, and the Board takes the overall responsibility for ESG
management. We carried out materiality assessment, identified material ESG issues and performed targeted management,
to assess the importance of ESG issues. Please refer to the chapter of Materiality Assessment for details. Under the
supervision of the Board, the Group has formulated ESG targets, and sticking to the concept of sustainable development,
the Group will strive to achieve corresponding targets and fulfill its environmental and social responsibilities.
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Communication with Stakeholders

We are fully aware that understanding the expectations and demands of our stakeholders can help elevate the Group’s
ESG management and further our relationship with them. We maintain close communication with shareholders and
investors, customers, suppliers, employees and other stakeholders through various channels such as meeting, e-mail,
telephone, and WeChat official account, to understand and respond to the expectations and requests of stakeholders
in a timely manner. This will push forward the common development of the Group and all stakeholders.

Stakeholders Communication methods Expectations and requests Our responses
Shareholders + Annual general meetings and « Safeguarding shareholders’ « Assessing on various indicators
and investors extraordinary general meetings interests « Ensuring the healthy development of the
+ Investor presentations + Obtaining investment returns Company
+ Annual reports, interim reports | « Disclosing important information + Holding annual general meetings and
and announcements extraordinary general meetings
+ Investor meetings « Disclosing important information
Customers « Customer satisfaction surveys + Product R&D and technological « Strictly control over R&D, procurement,
+ Seminars and symposiums innovation production and other aspects
« Customer site visit + Product safety and quality + Quick response to customers’ demands
« Supplier conferences held by management « Improving the quality management
customers « Information security and system
commercial secrets (“commercial « Establishing the information security
secrets”) protection system and authorization setting
« Setting the target of carbon + Setting the targets of carbon peaking
emission reduction and carbon neutrality plus greenhouse
+ Using green energy gas emissions
« Avoiding the use of conflict « Purchasing green power
minerals « Developing the policy on conflict

minerals management

Suppliers + Annual supplier meetings + Supply chain management and « Implementing the supplier introduction
« Supplier trainings sustainable development and removal mechanism
+ On-site audits on suppliers + Anti-corruption and anti-fraud + Conducting suppliers’ training and audits
+ Signing undertakings for operating with
integrity
Employees « Employee representative + Employee recruitment and team + Following labor principles
meetings building + Improving the occupational
« Employee satisfaction surveys + Employee development and development and training mechanism
+ General manager's mailbox training + Setting up Trade Union (the “Trade
« “Sunny Family” WeChat official | « Employees’ interests and Union”) to protect employee rights and
account safeguarding interests
« “Sunny Journal” internal journal | « Occupational health and safety + Providing competitive salaries and
+ “Sunny Family” Tik Tok account welfare
+ Internal poster + Implementing health and safety
+ Bulletin board management systems
« All kinds of trainings
Government/ « News reports + Abiding by laws and regulations + Maintaining green compliance operation
Community + Reporting of regulatory + Promoting employment + Hiring locals
information « Environmental protection + Organizing voluntary activities
+ Forums and communications « Participating in community welfare | « Participating in community construction
activities activities and public welfare activities
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Materiality Assessment

During the Reporting Period, the Group conducted materiality assessments again in accordance with ESG standards and
industry trends and by inviting internal and external stakeholders to fill in questionnaires. The move was designed to
specify the focus of ESG report disclosure and respond to the expectations and requests of stakeholders in a targeted
manner. The specific steps for assessment are set out below:

> Step 1 > > Step 2 > > Step 3 >

Identifying Material Issues

Assessing Materiality Reviewing the assessment results
23 ESG issues have been identified Internal and external stakeholders
for the year based on the business including employees, customers,
development of the Group combined  suppliers, directors, investors
with the ESG management industry and government officials were
trends, the disclosure requirements in  invited to participate in the online
the ESG Reporting Guide ((ESG ¥R 545  questionnaires. They would prioritize
51)) and the existing list of important issues by materiality from two
issues; dimensions of “importance to the
Group’s business development” and
“importance to stakeholders’, so as to
form a materiality assessment matrix;

The management and the ESG
management and promotion
team reviewed and confirmed the
assessment results.

-~
q 1En issi 13Pr li
Extremely important ergy and carbon emission management 3 Product quality and safety
Very important @ 2 Management of wastes 14 Green product management
@ @ 3 Management of Water Resources 15 Intellectual property
3 e 4 Efficiency in the use of resources 16 Customer relationship management
3 2]
o
=
Q @ 5 Wastewater management 17 Supply chain management
=1
)
8 e 6 Responding to climate change 18 R&D innovation
(%]
g
=~ 7 Human rights 19 Compliance operation
& o
3
o 8 Salary and bonus 20 Risk management
0]
A
o 9 Occupational health and safety 21 Corporate governance
10 Employee diversity 22 Anti-corruption
11 Talent development 23 Public welfare investment
Important
12 Talent attraction and retention

Importance to the Group's business development

M Environmental

Social M Governance
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Environmental Management

%@ Environmental principles

. Strengthen the management of pollution sources and take effective precaution measures to
reduce or avoid the impact of wastewater, waste gas and solid waste on the environment;

. Continuously improve production technology, strictly control the production process, improve
product yield rates and save resources and energy as much as possible;

. Strive to seek substitutes for hazardous and noxious substances to make the Group’s products
meet the requirements of customers as well as the laws and regulations of importing countries.
The materials entering the Group must have green products warranty certificates and testing
qualified reports issued by third-party testing agencies which are recognized by the Group; and

. Encourage the employees to raise environmental protection awareness and master knowledge

and skills in environmental protection. /

The Group strictly abides by the Environmental Protection Law of the PRC ( {E AR
MEIRIRIREL) ), the Law of the PRC on the Prevention and Control of Atmospheric
Pollution ( {FPEEABHFBEIARISEEA/E7E) ), the Law of the PRC on Prevention and
Control of Water Pollution ( {HZEARHFEATREAAZE) ), the Law of the PRC on
the Prevention and Control of Environmental Pollution by Solid Waste ( {HEEARAN
&R EE Y s R IRIERA485%) ), the Energy Conservation Law of the PRC ( {FFEAR
HFNEEILIAEIRE) ) and other laws and regulations, actively practices the concept of

=

During the Reporting Period, Sunny
Optical Intelligence (Yuyao)

green development. We set up an environmental management division at the Group level,
mainly responsible for improving the environmental and occupational health rules and
regulations, carrying out environmental protection knowledge publicity and determining
various pollutant emission indexes according to national emission standards, ensuring the

established a sound green
manufacturing system and practiced
sustainable ecological design
concepts. It made continuous efforts
to reduce emissions and strengthen

the operation and management of
energy-consuming equipment, and
was eventually awarded the title of
“Provincial Green and Low Carbon
Factory of Zhejiang” In addition, Sunny
Zhejiang Optics and Sunny Opotech
have been awarded the title of
“Ningbo Green Factory” and Sunny
Automotive Optech won the title of
“Yuyao Green Factory”.

implementation of environmental protection work, minimizing the Group's significantimpacts
on the environment and natural resources. The Group has formulated the Environmental
Operation Control Procedure ( {(IRIZE{TIZHIFERS) ), the Administrative Measures on
Waste Gas, Effluent, Noise and Solid Waste ( EEfm. EER&R. '@ NEREEZEYSIEIR
FE) ) and other systems to identify and reduce the impact of production and operation
activities on the environment. During the Reporting Period, the production and operation
of the Group had no significant impact on the environment and natural resources. All major
construction projects have been granted the necessary approvals on environmental impact
assessment based on requirements. And all offices, operation and factory areas are not located
in natural reserves, tourist attractions or other environmentally sensitive areas.

P
[ 4

During the Reporting Period, the Group formulated the Management Measures for Environmental Protection ( {IRIZ{REEIEH}
7&) ) and established an environmental management mechanism under which each subsidiary was independently responsible, the
Company took charge of supervision, targets and responsibilities were specified and all levels are involved in management. Main
responsibilities of staff at each level were clearly defined so that the Group would better fulfill its social responsibility for environmental
protection and promote the development of energy conservation and emission reduction projects. During the Reporting Period, four
subsidiaries namely Sunny Zhejiang Optics, Sunny Opotech, Sunny Automotive Optech and Sunny Optical Intelligence (Yuyao) had
obtained the ISO 14001 Environmental Management System Certification.

Environmental System Training

In January 2022, Sunny Optical Intelligence (Yuyao) organized an environmental system training for all employees. Through the
presentation of professional terms related to environmental management, the structure of the environmental management system
and the standards of the environmental management system, the training helped employees understand the current status of
environmental management in Sunny Opitical Intelligence (Yuyao) and build up the awareness of environmental protection. Moreover,

employees were encouraged to actively carry out environmental protection-related practices in their daily work.
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Responding to Climate Change

We are fully aware that climate change risks are among the biggest risks facing the world. We have paid continuous attention to the trend
of global climate change. Considering the risks and opportunities brought by global climate change, during the Reporting Period, the Group
reversed the trend of rising greenhouse gas emissions by proposing measures such as optimizing energy structure and enhancing energy
efficiency. In addition, the Group has formulated its own carbon peak and carbon neutrality targets together with greenhouse gas emission
reduction target to actively respond to China’s goal of “strive to achieve carbon peaking by 2030 and carbon neutrality by 2060".

During the Reporting Period, with reference to the recommendations of the Task Force on Climate-related Financial Disclosures (“TCFD")
established by the Financial Stability Board (“FSB"), we have implemented the following measures to combat climate change:

Incorporating the environment, climate and energy management and control into the long-term development strategy of the Company, paying
continuous attention to, collecting issues related to the environment and climate, and reporting to the Audit Committee regularly;

Setting the target of “achieving carbon peaking by 2028 and carbon neutrality by 2058";

Enhancing waste monitoring, disposal compliance and discharge of waste and encouraging suppliers to use recyclable packaging materials;

+  Increasing the consumption ratio of green energy, developing and promoting suppliers to use green energy;

Increasing the energy consumption efficiency and enhancing energy management and control capability of each business segment and functional

department; and

Encouraging the business segments to actively improve their production processes and enhance the consumption efficiency of resources.

Sunny Opotech also formulated the Administrative Policies on Greenhouse Gases ( CAZREEEIEHIE) ) to determine the responsible
statistic departments, specific requirements, steps and procedures on the quantification of greenhouse gas emissions, to define the approach

to reduce greenhouse gas emission.

As the Group is easily affected by the concentrated rainfall
and local flood season due to its geographical location,
we regard flood as one of the major climate change risks
possibly encountered during the production and operation.
The Group has formulated the Procedures on Emergenc

Preparation, Response and Control ( (FE2 TN AER
HI#2%) ) to ensure accurate, rapid, and timely responses
to possible extreme weather or otheremergencies. We have
setupisolation belts in the production areas and optimized
the drainage system. Meanwhile, we have formulated the
Working Handbook on Preventing Flood and Typhoon
( (BAHBARE TEFM) ) to specify the steps of the

Group's work on prevention of flood and typhoon:

Monitoring weather information, maintaining drainage

Routine management:
pipeline, managing emergency supply, etc,;

Alarming management:
Releasing alarming information, preparing disaster relief
materials, inspecting hidden dangers, etc,;

Establishing the emergency response task force to conduct
relevant emergency work; and

Subsequent management:
Conducting post-disaster assessment and summary,
inspecting and maintaining equipment, etc.

I Emergency management:
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Four subsidiaries of the Company namely Sunny Zhejiang Optics,
Sunny Opotech, Sunny Automotive Optech and Sunny Optical
Intelligence (Yuyao) have formulated the Typhoon Emergency Plan
( {ReEFESTESE) ) and established an emergency working group for
typhoon and flood prevention to be fully responsible for the emergency
commanding, organizing, and coordinating work of typhoon disasters.
Meanwhile, an evacuation guidance group, emergency repair group and
other working groups have been established to be fully responsible for
the specific implementation of each work. The emergency measures
of the plan cover the handling proposal before, during and after the
typhoon, specify the operation requirements of emergency measures
to ensure that the fight against typhoon is carried out in an orderly
manner. Prior to the arrival of typhoon “Muifa”, Sunny Automotive
Optech organized a typhoon tabletop exercise in September 2022 to
demonstrate the practicality of the Typhoon Emergency Plan ( (B¢ /EFE
SF8Z) )through arehearsal. Apart from introducing relevant policies
and documents, we have also invested more in hardware facilities,
such as setting up isolation zones within the plant and optimizing the
drainage system. During the Reporting Period, there was no significant
climate-related issues which have impacted the Group.

In order to carry out emergency response work in a timely, efficient and
orderly manner, including those caused by climate disasters, we issued
the Emergency Management Measures for Public Safety Emergencies
((RERHZLEHERIEEHINE) ) during the year to establish
emergency response organizations and their responsibilities, improve
the prevention and early warning mechanism for various production and
operation activities, and the response mechanism after the occurrence
of safety incidents. All these efforts aim to prevent and minimize
emergencies and the damage they cause and to protect the health
and property of employees.
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Improving Resource Utilization Efficiency

Energy Consumption

The Group sets up energy-saving leading groups, which are responsible for formulating energy-saving targets and plans and
achieving energy-saving and carbon emission reduction targets by introducing new energy-saving equipment, optimizing
power supply mode and eliminating high energy consumption or old equipment. While perfecting the environmental
management system and rules, we also pay attention to the education, training, and supervision of green culture. We publicize
the objectives and requirements of environmental management to all employees through the bulletin board, WeChat official
account, and online and offline trainings to improve employees’ environmental awareness. It makes employees understand
the impact of their work on the environment as well as the risks and consequences of not complying with laws, regulations
and the relevant policies.

Sunny Automotive Optech has formulated the Regulations on the Administration of Energy and Resources ( {BERE R E IR
FE) ), which singly makes refinements on the consumption of raw materials, ancillary materials, water, electricity, paper, etc.
and specifies the duties and responsibilities of the production management department, the procurement department and
other departments. To ensure the effective and efficient use of energy and resources, Sunny Zhejiang Optics has formulated the
Control Procedures for Energy and Resources ( {BETRERIZHIFERF) ), which specifies the specific management responsibilities
of each department and provides detailed instructions on the use of raw materials, auxiliary materials, water, electricity and
fuel as well as the procurement of production equipment. Meanwhile, we continuously improve the value traceability system
during production and operation to achieve all-round management and control on the procurement, use and recycling of
resources and energy.

During the Reporting Period, Sunny Zhejiang Optics, Sunny Opotech and Sunny Optical Intelligence (Yuyao) reduced a total
of 63,457.4 tonnes of carbon through the purchase of green electricity. In addition to the improvement of energy structure,
in order to provide a refined management of energy usage, we introduced an energy management platform during the
Reporting Period, which now enables real-time monitoring of electricity consumption data of each building in the new base,
helping the Group to better improve the energy efficiency of power-intensive equipment and thus ensure the safe operation
of power distribution facilities. In addition, the platform can simultaneously provide carbon emission conversion data and
provide early warning management of the total energy consumption, energy intensity, carbon emission and carbon intensity
budget and target, helping the Group to achieve the greenhouse gas emission reduction target and the goals of carbon peak
and carbon neutrality. We also plan to invest in the deployment of photovoltaic power generation facilities in our plants to
facilitate the transformation of our energy mix.

The Group carried out the following energy conservation and consumption reduction projects during the Reporting Period:

Energy conservation

Name of the .
. and consumption Measures and results

companies . :
reduction projects

Sunny High-power equipment | Energy consumption control of high-power equipment in the workshop, saving

Opotech control approximately 318,000.0 kWh of electricity during the Reporting Period
Hot water pump Automatic control of the heat recovery pump, saving approximately 36,288.0
retrofit kWh of electricity during the Reporting Period

Sunny Optical | Linkage optimization Linkage control of chillers and corresponding pumps, saving approximately

Intelligence of chillers and pumps 243,700.0 kWh of electricity during the Reporting Period

(Yuyao) [~~~ """~~~ "~ 7T - T T - T T T T - o~~~ -~ -~~~ === = =
Investment in chiller
heat recovery system

The heat generated by the chiller is used for the heat compensation after the
dehumidification of the fresh air conditioner and the winter heating, saving
about 200,000.0 kWh of electricity during the Reporting Period

Energy Conservation and Consumption Reduction Training

In April 2022, Sunny Zhejiang Optics launched a series of training on energy conservation and consumption reduction covering
all employees. Based on the purpose, necessity and current situation of energy conservation and consumption reduction, this
training helped employees understand the importance of energy conservation and consumption reduction in maintaining a
green environment, and further raised employees’ awareness of energy conservation and consumption reduction as well as

the importance of environmental protection.
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Consumption and utilization of water resources

The Group attaches great importance to the management of water resources, and continuously commits itself to the
protection of water resources. The Group mainly sources water from municipal water supply and has guarantees on
obtaining sufficient water resources. During the Reporting period, there was no issue in sourcing water that is fit for
purpose of the Group. In the process of operation, the Group continuously improves the water resource management
measures, pursues the goal of maximization of water use efficiency, gives priority to the use of water-saving equipment,
continuously optimizes the production process, improves the recycling rate of water resources and reduces ineffective
water use.

The water-saving projects carried out by the Group during the Reporting Period are as follows:

Water-saving

Name of the subsidiaries Measures and results

projects

Optimization of the cleaning process for conventional ultrasonic
products, resulting in water savings of approximately 5.1 tonnes
during the Reporting Period

Optimization of

Sunny Automotive Optech .
cleaning process

Consumption of Materials

The Group uses packaging boxes, blister boxes, corrugated paper, vacuum bags, glue and other materials during the
section of manufacturing, transportation, and sales of products. To implement the concept of “reducing resource
consumption and pollutant emission from the source”, we optimized the production and packaging process, reduced
the use of packaging materials and used environmental materials as much as possible. Sunny Optical Intelligence (Yuyao)
formulated the Procedures on Design and Development Control ( {z&stF1FAEEITHIFERE) ) to define the principles of
reduction, resource utilization, cost and harmlessness in the process of product design. During the Reporting Period,
Sunny Automotive Optech revised the Regulations on the Development and Introduction of Three New Technologies
((=FENBHEBEBENEERTE) ) to refine the classification of new materials, new processes and new technologies,
and to optimize the risk identification process in the development of new technologies.

The material saving projects carried out by the Group during the Reporting Period are as follows:

Materials saving

Name of the subsidiaries Measures and results

project

Sunny Zhejiang Optics

Mold
optimization

Reduced material consumption per unit of product through new
mold development process, saving approximately 9.3 tonnes of
material during the Reporting Period

Recycling of The sponge, foam and other fillers in packaging were returned

packaging to suppliers for recycling, saving approximately 1.3 tonnes of

materials materials during the Reporting Period

Sunny Opotech P

Optimization Adopted the thinner protective film while ensuring product

of product . . ; .
R performance, reducing approximately 50.0% of materials during

protective film h . iod

thickness the Reporting Perio

Sunny Automotive Optech

Packing mode
adjustment

Suppliers were encouraged to optimize material packaging design,
change from disposable packaging to multi-recyclable packaging,
reducing approximately 16.9 tonnes of packaging materials used
during the Reporting Period
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The KPIs of the Group’s resource consumption during the Reporting Period are as follows:

Category Unit 2022 2021 2020
Total direct energy (Note 1) MWh 485.8 582.8 5,675.0
Natural gas (Note 2) MWh / / 4,348.4
Liquefied petroleum gas (Note 2) MWh / / 726.0
Diesel oil MWh 90.3 148.5 /
Gasoline MWh 395.5 434.3 600.6
Total indirect energy MWh 605,485.5 540,417.7 462,944.8
Electricity (Note 2) MWh 515,283.1 540,417.7 462,944.8
Green Electricity MWh 90,202.4 / /
Total energy consumption (Note 3) MWh 605,971.3 541,000.5 468,619.8
Energy consumption intensity (Note 4) | MWh/ RMB million revenue 19.7 14.6 12.7
Consumption of packaging materials tonnes 2,548.5 2,632.9 2,500.1
Packaging material intensity (Note 5) kg / RMB million revenue 83.0 71.1 67.9
Water consumption (Note 6) tonnes 2,318,717.1 | 2,143,303.0 | 2,127,012.6
Water intensity (Note 7) tonnes / RMB million revenue 75.5 57.9 57.8

sl
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D Notes

1. The average low level heating capacity coefficients for diesel and gasoline used by the Group are with reference to the “Guidelines for

Accounting and Reporting of Greenhouse Gas Emissions from Electronic Equipment Manufacturing Enterprises” issued by the National

Development and Reform Commission in 2015.

2. From 2021, the Group’s energy consumption data no longer includes canteens, which involves natural gas, liquefied petroleum gas and

electricity.

3. During the Reporting Period, total energy consumption increased by approximately 12.0% compared to 2021 due to the expansion of

the Group’s scale and the increase in the size of the production office.

4. During the Reporting Period, energy consumption intensity increased by approximately 34.9% compared to 2021 due to the year-on-year

increase in total energy consumption and year-on-year decrease in revenue of the Group.

5. During the Reporting Period, packaging material intensity increased by approximately 16.7% compared to 2021 due to the year-on-year

decrease in revenue of the Group.

6. During the Reporting Period, water consumption increased by approximately 8.2% compared to 2021 due to the expansion of the Group's

scale and the increase in the size of the production office.

7. During the Reporting Period, water intensity increased by approximately 30.4% compared to 2021 due to the year-on-year increase in

water consumption and year-on-year decrease in revenue of the Group.
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Optimizing Emission Management

The air pollutants produced by the Group are mainly nitrogen oxides, sulphur dioxide and particulate matter. During
the Reporting Period, the main source of gas pollutants in the Group is vehicles exhaust emissions; and the wastewater
generated by the Group mainly comes from domestic water and cleaning and grinding wastewater in production.
The solid wastes generated by the Group mainly include non-hazardous waste such as domestic garbage, as well as
hazardous waste generated in production such as detergents and organic solvents.

We strictly comply with relevant laws and regulations and local emission standards. Sunny Automotive Optech formulated
the Administrative Measures on Waste Gas, Effluent, Noise and Solid Waste ( {EESm. EE&R. BREBNEREZEYEER
E) ) to clarify the classification, collection, storage, and disposal methods of various wastes, identify the responsible
department of environmental protection management, in order to properly dispose emissions generated during
operation. Sunny Zhejiang Optics has also established the Administrative Measures on Waste Gas, Effluent and Solid
Waste ( (EER. EER. BEIREEEYEEIEFIE) ), which aims to reduce the impact of waste emissions on the local
environment and the health of personnel. In addition, we entrust a qualified third-party agency to test the emissions
to ensure that the emissions meet the standards. During the Reporting Period, the Group had no major environmental
violations or penalties.

Greenhouse Gas and Waste Gas Management

During the Reporting Period, the Group set a greenhouse gas emission reduction target of 20.0% for both Scope 1 and
Scope 2 greenhouse gas emission intensity by FY2025 compared to the FY2021 baseline. Sunny Opotech and Sunny
Optical Intelligence (Yuyao) also set their Scope 1 and Scope 2 carbon emission targets for the Reporting Period at the
beginning of 2022.

Name of the subsidiaries Carbon emission targets Completion of targets
oo . o
Sunny.Opotech Carbon emission intensity to decrease by 2.0% Achieved
year on year
Sunny Optical Intelligence (Yuyao) | 50.0% of green electricity consumption Achieved

In order to conduct a better scientific inventory of all emission sources involved in the Group, we conducted a Greenhouse
Gas inventory of all facilities of the Company and four subsidiaries within the reporting scope located in Yuyao City,
Zhejiang Province, China, based on the GHG Protocol published by the World Resources Institute (“WRI”) and the World
Business Council for Sustainable Development (“WBCSD”) during the Reporting Period. This inventory identified the
Group’s GHG emissions finally, which include carbon dioxide, methane, nitrous oxide, hydrofluorocarbons and sulphur
hexafluoride.

In order to better meet the expectations of our stakeholders, and to enhance the Group’s ESG management with the help
of capital markets and financial tools, as well as to set a benchmark in the industry, in January 2023, the Group issued
the first sustainability-linked bond for Chinese enterprises. For details, please refer to “Sustainability-Linked Financing
Framework” (https://www.sunnyoptical.com/webfile/temps/20230104841029284.pdf) dated on January 4, 2023.
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We recognize the importance of accounting for Scope 3 emissions and are currently looking for practical ways to account
for Scope 3 emissions and working to promote a green and low carbon transformation of our upstream supply chain.

To achieve the goal of reducing waste emissions, in addition to strengthening the management of greenhouse gas
emissions, Sunny Zhejiang Optics added activated carbon treatment units to a number of production sections during the
Reporting Period, reducing organic emissions by approximately 70.0% through the use of activated carbon adsorption.

Wastewater Discharge Management

We control the discharge of wastewater in strict accordance with national standards. The Group’s wastewater is generated
mainly from domestic and production operations. We have built a wastewater treatment system in the factory area and
obtained the permit to discharge urban wastewater into the municipal government’s sewage pipe network to ensure
the compliance in discharge of domestic and production wastewater. In addition, the Group has separated rainwater
and sewage in the factory area, introduces rainwater into the pipeline and discharges it into the river nearby.

During the Reporting Period, Sunny Automotive Optech streamlined the surface oxidation process of metal parts through
technology optimization of coating material development, spraying and coating, thereby reducing the wastewater
during the production process.

Waste Management

For non-hazardous waste, the recyclable parts will be sold or sub-processes, while the non-recyclable parts will be
sent to the environmental sanitation organization regularly for disposal. For hazardous waste, each subsidiary shall
clarify the names, sources, characteristics, hazards and treatment measures of various types of hazardous waste, the
organization and its responsibilities for accident emergency response, as well as the precautionary measures against the
accidents, etc. In addition, we established hazardous waste storage areas to classify wastes and store them according
to corresponding requirements, and finally send them to qualified third-party agencies for disposal compliance. During
the Reporting Period, Sunny Zhejiang Optics confirmed the disposal method of all outgoing waste, giving priority to
qualified treatment providers who can recycle the waste, and ultimately achieving the target of “zero waste to landfill”.
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The KPIs of the Group’s greenhouse gas and emission level during the Reporting Period are as follows:

Category Unit 2022 2021 2020
Greenhouse gas (Scope one) (Note 1) tCO,e 4,878.5 2,594.3 3,463.8
Natural gas tCO,e / / 869.4
Air conditioning coolant (Note 2) tCO,e 4,746.8 2,449.3 2,286.0
Liquefied petroleum gas tCO,e / / 161.5
Diesel oil (Note 3) tCO,e 24.8 38.8 /
Gasoline (Note 3) tCO,e 106.9 106.2 146.9
e - 3625016 | 3801839 | 3256817
Electricity tCO,e 362,501.6 380,183.9 325,681.7
Total greenhouse gases
Geise e and Seme i) ((EiE 5 tCOe 367,308.1 382,778.2 329,145.5
Greenhouse gas (Scope one and Scope tCO,e / RMB million
two) emission intensity (Note 6) revenue 12.0 103 8.9
Sulfur dioxide (Note 7) kg 0.8 1.0 1.3
Nitrogen oxides kg 466.2 515.3 1,022.8
Particulate matter (Note 7) kg 44.4 49.0 92.4
Hazardous waste (Note 8) tonnes 86.8 46.6 17.5
Hazardous waste intensity (Note 9) kg / RMB million revenue 2.8 1.3 0.5
Total non-hazardous waste tonnes 8,706.0 8,492.8 10,301.3
General non-hazardous waste tonnes 5,057.6 4,842.1 5,090.0
Recycled waste tonnes 3,648.4 3,650.7 3,953.2
Kitchen waste tonnes / / 1,258.1
NorkHazareibls waste intensity (Nate 10) | ka)/ EME milin reverue | 836 2203|2798
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-V D Notes °

During the GHG audit during the Reporting Period, the Group also identified other related emission sources of Scope one, including septic
tank emissions, rust removers, high-voltage switches, carbon dioxide and heptafluoropropane fire extinguishers. As the carbon emissions
generated by the above emission sources account for a small proportion of the total emissions of the Group, they are not included in the
emission calculation range of Scope one.

The air conditioning refrigerant emission factors used by the Group are referred to the 2006 IPCC Guidelines for National Greenhouse
Gas Inventories, and the global warming potential values are referred to the IPCC 6" Assessment Report in 2022. In order to enhance
the accuracy and completeness of GHG emission data related to air conditioning refrigerants, the Group changed the statistical method
of air conditioning refrigerant emission data from the filling volume method to the fugitive method during the Reporting Period, which
resulted in an increase of approximately 93.8% in GHG emission related to air conditioning refrigerants as compared to the whole year
of 2021.

The carbon dioxide emission factors of diesel oil and gasoline used by the Group refer to the Calculation Method and Reporting Guidance
on Greenhouse Gas Emission by Other Industrial Enterprises (Trial) issued by the National Development and Reform Commission.

The carbon dioxide emission factors of the purchased electricity used by the Group refer to the average carbon dioxide emission factors
of the East China Regional Grid of the 2012 Regional Power Grid Average CO2 Emission Factors in China.

During the Reporting Period, the energy structure of the Group improved, with a total of purchase of 90,202.4 MWh of green electricity,
which corresponded to a reduction of greenhouse gas emissions of approximately 63,457.4 tonnes of carbon dioxide equivalent, resulting
in a decrease in total greenhouse gas emissions of approximately 4.0% as compared to the whole year of 2021.

During the Reporting Period, the GHG emission intensity increased by approximately 16.5% as compared to the whole year of 2021 due
to the year-on-year decrease in revenue of the Group.

The emission coefficients of sulphur dioxide and particulate matter for diesel and gasoline of the Group are referred to the Vehicle Emission
Calculation Model of the Hong Kong Environmental Protection Agency.

During the Reporting Period, the total amount of hazardous waste increased by approximately 86.3% as compared to the whole year of
2021 due to the expansion of the Group's scale and the increase in production equipment and production process.

During the Reporting Period, hazardous waste intensity increased by approximately 115.4% as compared to the whole year of 2021 due

to the year-on-year increase in the total amount of hazardous waste and the year-on-year decrease in revenue of the Group.

. During the Reporting Period, non-hazardous waste density increased by approximately 23.7% as compared to the whole year of 2021

due to a year-on-year decrease in revenue of the Group.

Data Assurance

To ensure the accuracy of the data and information related to GHG emissions in this report, we invited an independent
practitioner to perform a limited assurance on selected GHG emissions intensity data during the Reporting Period in
accordance with International Standards on Assurance Engagements 3410 - Assurance Engagements On Greenhouse
Gas Statements issued by the International Auditing and Assurance Council. Please refer to Appendix | of this report
for the Independent Practitioner’s Limited Assurance Report.
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R&D Innovation System
Concepts and Achievements

Adhering to the enterprise vision of “Be stronger, bigger and go further to become a ‘Hundred-Year-Old Brand’ in
the optoelectronic industry”, the Group attaches great importance to technological innovation and continues to
optimize the technological innovation strategy and R&D system, and constantly moves toward a new model “driven by
technology and innovation”. We continue to focus on cutting-edge technologies and market needs in the industry, and
make early development in strategic areas. During the Reporting Period, the R&D expenditure of the Group accounted
for approximately 8.4% of the Group’s revenue, representing an increase of approximately 1.4 percentage points as
compared to the whole year of 2021.

Proportion of R&D Expenditure to Revenue

9.0% 8.4%
8.0%

7.0% 6.6%

6.0%

7.0%

5.0%
4.0%
3.0%
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2020 2021 2022
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The Group has established a three-level R&D organizational system with clear positioning to ensure that the self-
developed or introduced high-end and new technologies can be quickly applied to products:

The Level-lI R&D organization:

u Al is positioned at national enterprise technical centres, national post-doctoral study stations
and provincial key enterprise institutes for the research and promotion of cutting-edge
technologies in the industry;

The Level-1l R&D organization:
{:::::% is positioned at the R&D department of each subsidiary for the application of new technolo-
gies and product development;

@ The Level-lll R&D organization:
&

is positioned at the technical divisions of the manufacturing department of each subsidiary
for the improvement of production craft and manufacturing procedures.

The Group is committed to producing green products that are safe for employees, customers and the environment.
We have strictly adhered to international/domestic standards in the design of our products, selecting green materials
or conducting a series of environmental tests on new materials to minimize the impact on the environment. We have
established a library of environmentally friendly materials to ensure that green and environmentally friendly materials
are used in the production of our products in compliance with laws and regulations. During the Reporting Period, Sunny
Automotive Optech updated the Administration of Green Substance ( (4% EBY)EEIEIRTE) ) to improve the technical
specifications for chemical safety of raw materials and the requirements for the determination of material certification,
and also added the management of halogens in raw materials.
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The Group also integrates the concept of sustainable development into the R&D strategy and actively promotes the

R&D and application of clean technologies.
g\ £0%
0% X
S

——  Design Stage @ — - Material Selection . Manufacturing Stage
In the design stage, we We choose low-power We improve manufacturing
optimize  the  structural consumption  components efficiency and reduce energy

design to achieve the
purpose of reducing raw
materials consumption and
energy consumption.

and green environmentally
materials.

and material consumption by
means of automation. In
addition, we plan to purchase
clean energy to support green

development in the future.

The clean technology projects launched by the Group during the Reporting Period and the corresponding achievements
are shown as follows:

Clean
technology
projects

Company name

Measures and achievements

The conversion of some production processes from ultraviolet ("UV") heat-

Sunny Opotech .Gl.ue . curing glue to UV glue simplified the baking process, thereby saving energy
optimization . .
and reducing emissions
The choice of a lower power chip in the design of the product reduced
Low-power . ;
chis the power consumption of the module by approximately 12.0%, thereby
P saving energy and reducing emissions
Sunny Optical | . .. .. |

Multi-section
Vertical
Cavity Surface
Emitting Laser
("VCSEL")

Intelligence (Yuyao) In the design of the product, a multi-section VCSEL was selected as the

laser light source, which reduced the power consumption of the module
by approximately 30.0%, thereby saving energy and reducing emissions

With the increasingly obvious development trend of “Electrification, Networking and Intelligentization” in the automobile
industry, the sales proportion of new-energy vehicle-related modules in the group’s revenue keeps rising, and the
potential for growth is huge.
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Product Quality Control

Product Management System

Quality Principle Think before We Leap, Strive for Excellence

Product quality and safety are the basis on which
the Group stands. We strictly abide by the national
laws and regulations, including the Product
Quality Law of the PRC ( {FFEARHEFMEZERE
25%) ) and the Tort Law of the PRC ( {FEAR
HABEREETE) ) etc, and establish a sound
quality management system. Four subsidiaries
of the Company, namely Sunny Zhejiang Optics,
Sunny Opotech, Sunny Automotive Optech and
Sunny Optical Intelligence (Yuyao) have passed
the ISO 9001 quality management system
certification, and established hazardous substance

management requirements in accordance with

the relevant standards of QC 080000 hazardous Sunny Automotive Sunny Opotech:
substance process management (“HSPM”). Among Optech: Certificate of Certificate of ESD
them, Sunny Zhejiang Optics and Sunny Opotech Quality Management Management System
have obtained relevant certifications. In addition, System in Automotive

Sunny Automotive Optech and Sunny Optical Industry

Intelligence (Yuyao) have passed the IATF 16949

certification on the quality management system
of the automotive industry; Sunny Opotech has
passed the certification on electro-static discharge
("ESD”) management system. The quality
assurance (“Quality Assurance”) department
of each subsidiary of the Group is the main
responsible department of quality supervision
with its functions including the establishment and
maintenance of the system and the management
of hazardous substance free (“HSF”), etc. We also
define the requirements and contents of quality
management, environmental management and

hazardous substance management through a

series of management policies, and are committed Sunny Zhejiang Optics: Sunny Optical
to continuously improve product quality and Certificate of HSPM Intelligence (Yuyao):
providing customers with more quality products. Certificate of Quality

Management System
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Improving Product Quality

Adhering to the business philosophy of “Continuous Improvement”, the Group strives to gain a deep understanding of
customers’ demands and formulates a clear quality management strategy to continuously enhance the competitiveness
of our products. We carry out the life-cycle quality control over products from different aspects such as product design,
component recognition, mass production recognition, incoming materials, manufacturing and shipment. The Group
has formulated a series of quality management policies, including the Procedures on Product Quality Control ( {ZE &
BHEFHTER) ), the Procedures on Production Management and Control ( { £ EEIBIZTHIFEFE) ), the Procedures on
Monitoring the Purchase and Delivery of Products and Measurement Control ( {4 & ZE RE R 2ITHERFE) ),
the Regulations on the Administration of Development and Introduction of Three New Technologies ( { = #1175
208 N\ BEIEIRE) ), the Standards on Abnormal Management ( { 2FEIE1EZE) ) and the Procedures on Control of
Disqualified Products ( { R & MITHIFER) ) in accordance with the quality related laws and regulations. To fulfil
the commitment towards compliance, we regularly identify the updates of laws and regulations and update internal
standards in a timely manner. During the Reporting Period, Sunny Automotive Optech updated the Regulations on the
Administration of Abnormal Production ( (£ EBRBEEIEHE) ) toinclude the abnormal production shutdown criteria.
When incoming material abnormalities or serious quality hazards are found in the production process, a shutdown
warning is activated to protect production and personnel safety and to reduce the probability of quality hazards.

Production Management Flow Chart

01 02 03 04 05 06

Formulating Two-level inspection Inspections on Inspections on Inspections on Distinguished
inspection standards and guarantee materials production finished products management on
based on laws and mechanism: Product processes disqualified
regulations, quality inspection products
customers' and inspection

requirements, project quality assurance

regulations and
control plans

We conduct reliability verification of products at different stages to ensure product quality and meet customers’
demands. We have an environmental laboratory, a mechanics laboratory, a salt atmosphere laboratory, a chemical
laboratory, an ESD laboratory, a cleanliness laboratory, etc., all of which have obtained the approval of China National
Accreditation Service for Conformity Assessment (“CNAS”) and obtained the certificate of the ISO/IEC17025:2005-5-15
General Requirements on Detection and Calibration on Laboratory Capabilities ( {1 BIFIXEBERZRENAIBAER) ).
In order to ensure the accuracy of the experimental results, product properties are tested by using professional testing
and analysis equipment and products which cannot be tested in the Group’s laboratories under special requirements
will be tested by cooperating with third-party laboratories.

The Group conducts full-process management on product labelling and traceability and stipulates the labelling and
traceability of materials through management policies such as Product Labelling and Traceability Control Procedure
( (EREHFAEMMITHIFERF) ). We arrange designated employees to check information during the process of
procurement, storage, production, packaging for storage and delivery to ensure that products are not confused or
lost during the turnover and storage. At the same time, we reduce quality risks through the traceability management,
thereby protecting the rights and interests of customers.
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The Group formulates the detailed quality training plan every year, covering multiple themes including trainings on
quality awareness and quality tools, and carries out quality trainings for relevant departments through explanation of
basic knowledge, case analysis, practical exercise and other methods.

Quality Month Activities

In September 2022, Sunny Opotech launched Quality Month
activities, involving over 800 employees. Through online quizzes, risk
point identification and management, appearance inspection skills
competition and quality skills competition, employees were encouraged
to continuously improve themselves and learn from each other to jointly
promote the construction and implementation of a quality culture.

Quality Culture Training

To create an atmosphere of quality culture in the Company and enhance the quality awareness of all
employees, Sunny Optical Intelligence (Yuyao) organized a quality culture training for all staff in October
2022.Through the three stages of quality culture publicity, quality awareness training, typical case publicity,
the quality culture goes truly “into the eyes, into the mind and into the heart” centering on the core idea
of “quality is dignity, not doing it well is a disgrace”.
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Management of Hazardous Substances

We have been adhering to the concept of “Environmental Protection and Health” since the very beginning of product
design. To guarantee that our products do not have significant environmental impact, we select green and environmental
materials from the self-developed database of environmental materials that are in line with the requirements of
laws and regulations, as well as conduct the whole life cycle environmental testing. The Group strictly abides by
international norms including the Directive on the Restriction of the Use of Certain Hazardous Substances in Electrical
and Electronic Equipment ( (BARREIEEFERREFTERRELEEMPHIIES) ) (the "RoHS”) of the European
Union, the Regulation on Registration, Evaluation, Authorization and Restriction of Chemicals ( {22 mBVsEM. 5P,
HEMBRHIFRAYY ) (the “REACH”) of the European Union and the Regulation on Persistent Organic Pollutants ( {#FA
MBS RYER) ) (the “POPs”), as well as the national standards such as the Limit of Volatile Organic Compounds
Content in Adhesive ( (EBRFLEIEZ M AL SYIFREE) ). In addition, Sunny Automotive Optech complies with the
requirements of the Global Automotive Declarable Substance List ( { 2EKSERRYIESE) ) (the “GADSL”), and
complies with the agreement on the End-of-Life Vehicles ( (¥REEEEHFE<) ) (the “ELV”) in accordance with customers’
requirements. Sunny Opotech and Sunny Optical Intelligence (Yuyao) comply with the provisions on the Waste Electrical
and Electronic Equipment ( {(¥REEEFERKXMEISS) ) (the “WEEE”). Our professional team is responsible for the
monitoring on laws and regulations, standards and other requirements, regularly reviewing the compliance with
regulations on chemicals, confirming and updating current materials based on the updates to regulations in a timely
manner and conveying relevant laws and regulations and other requirements to employees at all levels through trainings,
meetings, announcements, blackboard newspapers, internal network and other forms. In addition, the Group also actively
responds to customers’ higher demands on chemical substance management compared with the requirements of laws
and regulations to ensure that the products meet the requirements of customers.

We have set the HSF management targets, established the comprehensive hazardous substance control processes,
and publicly disclosed the Chemical Management Statement ( {{t22ZEIEEHT) ) on the sustainable development
section of Company’s website. The Group has identified 100.0% of the chemicals used and classified chemicals into
categories such as forbidden immediately, forbidden in stages and recommended as inappropriate substances. In
addition, the Group takes the initiative to manage chemicals and reduce the use of certain chemicals in advance.
During the Reporting Period, Sunny Zhejiang Optics completed the design proposal of using lead-free brass to replace
brass and implemented it to reduce relevant environmental pollution. To cultivate the sustainable development ability
of suppliers, we provide suppliers with green substance training at least once a year, highlighting green substance
management policies, customer requirements and the implementation requirements of latest laws and regulations.

Completion
Company HSF management targets of targets in
2022
Sunny Zhejiang | « 100.0% products of conforming to the HSF requirements proposed by customers .
. I Achieved
Optics «  Zero HSF non-conformity incident
« 100.0% completion rate for HSF order reviews
+ 100.0% completion rate for raw material HSF sample inspection
«  Zero pollution incident in manufacturing process .
Sunny Opotech | 100.0% qualification rate of reverse verification Achieved
+ 100.0% pass rate for finished product HSF sample inspection
«  Zero complaint from customers related to HSF
Sunny Conduct new supplier introduction audits according to the Guideline on HSF Risk
Automotive Appraisal for Suppliers ( {{HFERTHSF EEET(EF5R) ) and achieve a 100.0% new  Achieved
Optech supplier induction compliance rate
Sunny Optical 100.0% pass rate for green products
Intelligence 100.0% safe disposal rate for hazardous solid waste Achieved
(Yuyao) Zero environmental complaint from related parties

42



B B Product Liability

> . > >> |

Suppliers sign the relevant Suppliers provide credential materials Conducting RoHS test by means of
warranties for not using such as Precision Analysis Report on X-ray fluorescence analysis ("XRF")
hazardous substances Hazardous Substances, and Material or entrusting to the external party

Safety Data Sheet ("MSDS"), etc. according to the actual situation; the

RoHS mark will be affixed to the product
certification of qualified products

HSF Management Process ©

All materials meet the requirements of RoHS and REACH, and the HSF Management Manual ( (HSF BB

F1) ) was formulated according to the requirements of IECQ QC 080000 hazardous substance process

management system. The HSF organizational structure has been established according to HSF Management

Manual ( {HSFEIEF) ), led by the general manager, and has specified the control procedures for the

Sunny ° identification, recording, isolation and disposal of HSF unqualified products, clarified the reporting channel

Zhejiang Optics and handling methods of HSF unqualified products through HSF Unqualified Product Management Standard

( (HSFRETEMEIRIZZEE) ) to ensure that HSF unqualified products do not flow into the next process or leave

the factory. Sunny Zhejiang Optics has also designated a management representative as the chairman of the

Standardization Committee to orally report to the customer within 3 hours after discovering the HSF unqualified
products, and submit a formal written report to the customer within 24 hours.

All materials meet the requirements of RoHS and REACH. Sunny Opotech has formulated the Substance Standards
on Environmental Management of Products ( {ZERIRIEEEYIEIZEE) ) to conduct effective management on
environmental management substances, and prepared the hazardous substance reduction plan to control the
consumption of 173 chemical substances such as lead, cadmium and mercury. Meanwhile, Sunny Opotech has
RoHS specialists to deal with HSF related customer complaints. If HSF unqualified products were found, they shall
be recalled or destroyed within 48 hours to prevent the spread of toxic and hazardous substances.

Sunny Opotech [ ]

All materials meet RoHS and REACH requirements, and the general manager is responsible for formulating green
substance management targets and policies. Sunny Automotive Optech has formulated the Administration of Green
Substance and Technology ( (@Y ERATEIEIRTE) ) and transmitted relevant requirements to suppliers, and

Sunny has conducted risk analysis on suppliers' materials, scale, HSF performance and related information and system
. h through the HSF Risk Appraisal ( {HSFR\f:T{&$ER) ). Individual suppliers will log in the chemSHERPA platform
Automotive Optec (Note) according to the specific requirements of customers and submit questionnaires concerning chemical

substances, so as to assist customers in better managing the chemical substances. Sunny Automotive Optech also
discloses chemical substance information to customers through the International Material Data System (the "IMDS"),
the China Automotive Material Data System (the "CAMDS") and other platforms or customers’ platforms.

All materials meet the requirements of RoHS and REACH. Sunny Optical Intelligence (Yuyao) has formulated the
Substance Standards on Environmental Management of Products ( { EMIRIFEEEYEIZE) ) to conduct

Sunny Optical effective management on environmental management substances, and to control 233 chemical substances such
I 1li Y as anthracene, sodium chromate and boric acid. In order to better manage its suppliers, Sunny Optical Intelligence
ntelligence (Yuyao) (Yuyao) has investigated the environmental management system, product design, material usage, supplier control,

defective product handling, production process management and delivery process of such suppliers through the
HSF Audit Form ( {HSFIETZE) ).

Product Recall Mechanism

The Group has adopted a product recall mechanism. For the subsidiary of the Company, namely Sunny Opotech,
under the circumstance when HSF non-conformity product has been shipped out, the related department shall trigger
the recall mechanism according to the Procedures on HSF Product Recall Mechanism ( {HSFERBEIITHITER) )
to identify and confirm whether it is under the recall situation. After the confirmation of recall situation, the Quality
Assurance Department shall submit the Product Recall Notification ( (ERBEEME) ) and publish notification to
conduct recall and isolation treatment, together with analyzing the causes, formulating improvement and preventive
measures at the same time. Sunny Optical Intelligence (Yuyao) has established the Procedures on Product Quality Control
( (ERE2IEHTER) ), which specifies that the Marketing Department needs to notify customers of the abnormalities
and initiate a recall procedure when there are functional defects or hazards in shipped products, poor appearance that
affects the installation, or when there is a potential problem of wrong materials or mixed materials.

During the Reporting Period, there were no products sold or shipped of the Group subject to recalls for safety and
health reasons.

The platform is able to accurately and efficiently transmit the information of chemical substances contained in products.
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Protection of Intellectual Property Rights

Strengthening the refined management of intellectual property rights (“IPR”) and
controlling potential IPR risks are the basis for cultivating core competitiveness. Strictly
abiding by the Patent Law of the PRC ( {HZE AR HEFMBEZF]%) ), the Rules for the
Implementation of the Patent Law of the PRC ( {1 E AREMBEZEFEERAAT]) ),
the Anti-Unfair Competition Law of the PRC ( {(PEARKABER T EZEHRFE) )
and other laws and regulations, the Group has formulated the Patent and Technical
Secret Management Policy ( (B MMM EEIEHIE) ), the Intellectual Property
Risk Management Policy ( {FIEERIEEIRHIE) ), the Trademark Management
Measures ( {FFIZEIEHPHE) ) and the Management Policy on Software Copyright
( CEREGEEEEBIEHIE) ) to reduce the potential risks of IPR infringement during the
operation of the Group.

The Group has established a professional IPR management team to timely evaluate
and protect various innovation achievements, so as to raise professional technological
barriers and expand technological advantages. The IPR work is directly managed by
the CEO of the Company. The Legal Affairs Department of the Company, as the main

=

During the Reporting Period, four
subsidiaries of the Company, namely
Sunny Zhejiang Optics, Sunny
Opotech, Sunny Automotive Optech
and Sunny Optical Intelligence
(Yuyao) have passed the certification
of the Standards for the Manage-
ment of Corporate Intellectual
Property Rights ( {{EZERHEEE
IEFEET) ) (GB/T29490), indicating
that the Group has established a
more scientific and  systematic
intellectual property management
system, which will further boost the
technological innovation and
enhance the core competitiveness of

responsible department, organizes the IPR personnel of each subsidiary to carry out enterprise for its sustainable
daily management work. To enhance the communications among the IPR team, the development.

Legal Affairs Department of the Company holds regular meetings IPR on quarterly basis o
and carries on learning and sharing sessions irregularly.

We have also introduced the IPR management platform and database to improve the efficiency of approval process, maturity
monitoring, data summarizing and maintenance. In order to effectively enhance the convenience of using this platform and to
better meet the needs of the R&D staff and patent management staff of the subsidiaries, the Company’s Legal Affairs Department
comprehensively optimized the IP management platform from the four aspects of function realization, interface optimization,
process modification and data maintenance during the Reporting Period, which effectively enhanced the working efficiency of
relevant personnel. In addition, since the IPR laws and regulations and the enforcement environment in Vietnam are somewhat
different from those in the PRC, the Legal Affairs Department of the Company conducted a number of IPR research and exchange
meetings with the management and legal staff of our subsidiaries in Vietnam, the IPR management staff in the PRC and local
lawyers in Vietnam during the Reporting Period in order to further standardize the IPR management in Vietnam and effectively
prevent IPR risks. After identifying the current status, problems and corresponding needs of the IPR system of each subsidiary in
Vietnam, we optimized the IPR management system in Vietnam and produced a comprehensive course covering the interpretation
of key laws and regulations on IPR in Vietnam, the main rights protection and remedy channels and the patent technology
application guidelines. These helped enhance the awareness of IPR protection among the staff and thus effectively reduce the
potential risks associated.

During the Reporting Period, Sunny Zhejiang Optics initiated proceedings against several companies for infringement of certain
intellectual property rights of the Group in China. For details, please refer to “Voluntary Announcement - Litigation Proceedings
Commenced by a Subsidiary” (https://www.sunnyoptical.com/webfile/temps/2022111017872560.pdf) dated on 15 November,
2022 and “Voluntary Announcement - Litigation Proceedings Commenced by a Subsidiary” (https://www.sunnyoptical.com/
webfile/temps/2022120119213482378.pdf) dated on 1 December, 2022.

The Group has formulated patent/ technical
secret incentive measures to encourage R&D and innovation.

During the Reporting Period, a total of 2 ’ 9 5 2 person-time of the Group
were awarded incentives on patents/technical secrets.

As at 31 December 2022,
®  the Group had 4, 093 authorized patents in total.
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In addition to IPR-related training based on the operational needs of Vietnam, the Group also worked on a range of other IPR
related work. During the Review Period, we completed the design of IPR learning pathways for different ranks and positions
of employees, which clarified the IPR learning objectives of different types of employees, so as to raise their awareness
of IPR protection, strengthen IPR risk prevention and improve the IPR talent system within the Group. The Company’s
Legal Affairs Department completed the recording, launching and delivery of a total of 26 courses of the elementary and
intermediate IPR training system. Meanwhile, we enhanced the atmosphere of IPR protection and encouraged knowledge
innovation through characteristic activities such as IPR Day.

IPR Day Activity

In April 2022, the Company’s Legal Affairs Department, together with the Human Resources Department,
the Party & the Masses Office and the IPR team of Sunny Automotive Optech, organized a seminar
themed “Knowing, Doing and Inspiring”. The event was held simultaneously online and offline and in
three sessions. In particular, external experts were invited to conduct in-depth interactive exchanges with
the participants from three aspects: IPR layout, high-value patent layout, patent technology landscape
survey and key technology direction analysis. IPR serves as the core competitiveness and valuable asset
of an enterprise. Through this activity, the employees gained a deeper understanding of IPR layout and
patent protection, which is conducive to creating a cultural atmosphere of respect and protection of IPR.

®
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Information Security Management

Information security control is an important part of our business operation. Therefore,
we attach great importance to the protection of employees’ privacy and commercial
secrets. The Group strictly abides by laws and regulations such as the Cybersecurity
Law of the PRC ( {FEFEARHEMBE LR E7E) ), the Data Security Law of the PRC
( (PEAREMEBIEL LX) ) and the Personal Information Protection Law of the
PRC ( {hE ANRHEMBEEA S EREE) ), and professional management personnel
of the Information Technology Department are responsible for information security
management. Sunny Optical Technology, Sunny Zhejiang Optics and Sunny Opotech
have established a comprehensive information security management system and have
passed the certification of ISO 27001 information security management system.

The Group has classified information assets into different levels and implemented
corresponding protection measures. Meanwhile, we restrict and guide the behaviours
with leakage through the Information Technology Management Policy ( {15 E#1f7
EIEHIED ) and the Manual of Employees’ Information Security ( {E TEER2F M) ) to effectively enhance the confidential
awareness of employees. During the Reporting Period, the Group optimized and updated the Information Technology
Management Policy and strengthened its organizational structure by establishing digitalization committees in each of its
subsidiaries. The establishment of various committees facilitates better information management in the business units. The
Group has also formulated the Administrative Measures on the Disposal of Information Security Incidents ( {{EE&LZ2EH
BREEEHEE) ) and the Emergency Plan on Emergencies (Information Security Incidents) ( { REFBGHEATER(EEL L
1)) ) to reduce the negative impact due to improper handling of information security incidents. On the other hand, the
Group has smooth internal communication channels. Internal employees can directly provide feedback on information security
issues through the information security liaison station in the internal system. Customers can complain about information
security by telephone or e-mail, etc. During the Reporting Period, the Information Technology Department of the Company
participated in the cyber security exercise “Cyberguard Action (FE481TE))” organized by the government departments and
scientific research institutions and intercepted thousands of cyber attacks from external sources as the defender, marking
the success of completing the task.

We have established the Commercial Secrets Management Committee led by the CEO responsible for reviewing the commercial
secrets management policies and strategies of the Group, the annual planning on commercial secrets, the management system
and normative documents, etc. During the Reporting Period, the Company established an information security inspection
mechanism whereby the Legal Affairs Department and the Information Technology Department jointly conducted information
security audits, covering four subsidiaries, namely Sunny Zhejiang Optics, Sunny Opotech, Sunny Automotive Optech and
Sunny Optical Intelligence (Yuyao), and provided feedback reports for on-site inspection, to assist each of its subsidiaries
to better carry out information security management. At the same time, the Group has formulated the Commercial Secrets
Management Policy ( (B MZEIEHIE) ) to manage secret-related information, secret-related carriers, office areas as well
as systems network, etc., and set out punishment and incentive measures. In order to protect the legitimate rights and interests
of the Company and employees, we have formulated the Non-Competition Agreement ( {FEZFRH17:%) ) according to the
four principles of “full coverage of all employees, strict application, intensive follow-up and evidence retention”, clarified the
relevant management departments and responsibilities of the Company and its subsidiaries, and improved the requirements
of the full life cycle of non-competition from signing to termination. As at the end of the Reporting Period, the signing rate
of the Non-Competition Agreement of the Group reached 100.0%. We have also formulated the Administrative Measures of
Confidentiality-related Posts Classification ( {EAIFZ DA EIRHEE) ), and divided positions into three levels to implement a
classified management according to the classified level of the information. In this way, we can further strengthen the commercial
secrets and information security management system and ensure the effective coordination of classified management of
confidentiality-related positions and information security control means of each subsidiary.

V4

The Group has completed the planning on the three-level (company, department and position levels) training
system, and regularly provided information security trainings by various means. During the Reporting Period,
we invited external experts to organize a seminar on the theme of “Exchange and Discussion about Information
Security and Confidentiality System Construction”. We also conducted online training on “Confidentiality
Management for Cadres” and established 12 courses on knowledge and skills training system for information
security management personnel. In addition, the subsidiaries also have been carried out various vivid publicity
activities according to the actual situation. For example, Sunny Zhejiang Optics carried out regular information
security campaigns covering all employees through information security-themed official account tweets and
promotional e-mails, which was well received by the employees.
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Customer Rights and Interests Protection

The Group continues improving the customer service system. We have formulated various customer complaints and
feedback handling procedures in order to standardize the customer complaint handling processes and discover the
problems in the management system in a timelier manner. Customers could express their opinions or raise their
complaints through e-mail, telephone, letter and other means, and the relevant departments of the subsidiaries of the
Group will follow up in time.

Sunny Zhejiang Optics has formulated the Customer »
Complaint Management Standards ( {EERIZRE
IEIZ#) ) and divided the complaints into serious
complaints and general complaints according to their
seriousness. Sunny Automotive Optech has also set up
a quality issue evaluation team to provide a platform

p  Customer Complaint Management Standards *

After receiving the customer's complaint, the
customer service shall convene all relevant
departments to review and determine the causes and
countermeasures within 48 hours, reply the customer

for rapid handling of customer complaints / feedback within the requested time frame after the completion
problems, in order to timely and effectively deal with of countermeasure report;

customer complaints, prevent similar problems from | oo mmm e memaa
happening again. If the customer has no special requirements, the

customer service shall reply according to the "2485
Principle" (Note);

In terms of serious complaints, the Quality Assurance
Department shall take emergency measures within
24 hours;

Submit a handling report within 3 working days after
investigation and handling.

-V
-V

- D Note
The “2485 Principle”:
1. The first response shall be made within 2 hours;

2. Emergency measures and secondary response shall be made within 24 hours;
3. Cause analysis, countermeasures and third response shall be made within 48 hours; and
4

Implement and verify the effectiveness of countermeasures and fourth responses shall be made within 5 days.
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To improve the matching of products with customer needs, the
Group organizes the customer satisfaction survey every year
to understand customers’ satisfaction on the Group’s product
quality, service, price, technology, etc., and then carries out
an internal systematic improvement according to the survey
results to enhance customer satisfaction. Sunny Opotech
has established the Operational Regulations on Customer
Satisfaction Surveys ( (EERMEERAETEERE) ) and
regularly distributes questionnaires to key customers to collect
their feedback. In response to the customer’s opinions, Sunny
Opotech convenes responsible departments to analyse the
causes, take corresponding corrective and preventive measures,
and timely follow up the progress of problem solving and form
a complete cycle in according with the Control Procedures for
Corrective and Preventive Measures ( {4 IEFIFERAFEHEITH
#2F%) ). Sunny Optical Intelligence (Yuyao) has formulated
the Procedures for Customer Relationship Control ( (BEZZRA
RIZHIFER) ), which clarifies the rights and responsibilities of
each department. The Marketing Department issues customer
satisfaction survey forms to key customers every year and
achieves over 80.0% collection. Where the total score in the
customer satisfaction survey form is not up to the standard or the
individual item is lower than 70.0%, the responsible department
shall analyze the causes and take corrective measures.

2022 Environmental, Social and Governance Report

In addition to the satisfaction survey,
an annual customer visit plan is
formulatedaccordingtothelocation
and importance of customers so as
to obtain the customers’ opinions
and requirements more effectively,
and enhance customer stickiness
and promote long-term and stable
cooperation with customers.

z

During the Reporting Period, information on customer complaints and satisfaction surveys (on a percentage basis) for
the four subsidiaries of the Company is shown in the table below:

Number of Customer

. Customer
Company name customer complaint . .

. . satisfaction

complaints resolution rate
Sunny Zhejiang Optics 674 100.0% 88.7
Sunny Opotech 102 100.0% 97.9
Sunny Automotive Optech 20 100.0% 88.6
Sunny Optical Intelligence (Yuyao) 92 100.0% 94.4

Customer Information and Data Protection

The Group takes privacy issues very seriously and protects the data information and privacy of its customers, business
partners and employees to the utmost. The Group has complied with relevant laws and regulations in relation to
customer information protection. The Commercial Secrets Management Committee has been delegated to manage,
implement and monitor the Group’s customer data protection and privacy policies.
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The Group is fully aware that the sustainable development of enterprises calls for the cooperation of the supply chain.
Therefore, we are committed to building a harmonious and long-term business cooperation relationship and promoting
the sustainable development of the overall industrial chain.

Supply Chain Management System

We give priority to suppliers with excellent sustainable development performance in order to prevent or minimise
potential environmental and social risks in the Group’s supply chain. In addition to complying with the requirements
of the relevant laws and regulations, the Group’s suppliers are required to comply with the Group’s Code of Conduct
for corporate social responsibilities (“CSR”) and convey our concept of sustainable development to upstream suppliers.
To identify the environmental and social risks along the supply chain, the Company’s subsidiaries have established
a complete organizational framework of supply chain management, responsible for resource development, supplier
performance appraisal, supplier sustainable development ability evaluation, supplier qualification approval and
other related work. In combination with QC 080000 hazardous substance management system standard and relevant
requirements of customers, we have formulated a number of supplier management policies such as the Procedures for
Management Control of Suppliers ( {HEEEIRITHIFER) ), the Code of Managing Suppliers ( {({tFER EIEHRE) )
and the Control Procedures on Development and Appraisal of Suppliers ( {fFERS B FBIEHITZRE) ), etc,, so as
to establish comprehensive management regulations and operational processes such as supplier introduction, routine
management, audit and evaluation, and removal.

The procedures for the management of suppliers of the Group are outlined below:

~

> Supplier development

>>

Supplier access

>>

Supplier appraisal

Conduct appraisal on the
credit, quality, environmental
risks, management systems
of primary suppliers under
the condition of meeting the
requirements of relevant laws
and regulations.

Reviewed by relevant responsible
person;

Include the supplier in the list
of qualified suppliers or initiate
one-year access inspections; and
Suppliers shall sign the Basic
Procurement Agreement ( (E7x
*EE1H58) ), Quality Assurance
Agreement ( (EERFHZE) )
and other documents.

Conduct monthly, quarterly or
annually appraisal on suppliers in
terms of the quality, cost, delivery,
service and technology (the
"QCDST") based on the business
evaluation results of suppliers; and
Suppliers should make continuous
improvement and enhancement
based on the appraisal results.
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Supply Chain Management

To identify environmental and social risks along the supply chain, each subsidiary of the Group conducts a hierarchical
management on suppliers according to the importance or the risk level of materials. Sunny Automotive Optech has
formulated the supplier supervision plan according to the Rules for Annual Audit of Suppliers ( ({HFEREEEIZR
£1) ), and conducts annual audit on the suppliers providing direct components of the products. The audit covers the
supplier's whole production process, including the quality management system, RoHS management standards and
other relevant contents, requiring suppliers that failed to meet the provisions to complete the improvement work
within three months according to the Supplier’s Deficiency Improvement Schedule ( {fHFERSFRAEDGEETEIR) ). Sunny
Optical Intelligence (Yuyao) prepares an annual supplier audit plan at the beginning of each year, with reference to
which the Resource Management Department takes the lead and organizes the relevant staff of the Quality Assurance
Department and the R&D Department to participate in the audit. For issues identified during the audit process, the
subsidiaries are required to notify and request the supplier to complete the rectification work within two months. The
Group has also developed a supplier removal mechanism. Suppliers will be removed from the list if they have serious
quality problems or the materials used fail to meet the latest environmental protection requirements with no effective
improvement measures.

The Group has adopted the Supply Chain Management System ( {{LFESEEIEFEZR) ) to prevent suppliers’ risk in
terms of social responsibility and environmental protection and to build a sustainable supply chain. The Group has
also publicized the declaration of the Supply Chain Management System on the sustainable development section of
the Company'’s website. We require suppliers to commit to safeguarding the human rights of employees in accordance
with the standards generally recognized in the international community, prohibiting the use of child labor, forced labor,
discrimination against employees, and guaranteeing employees’ basic salary, social insurance, etc.

¢ The Agreement on Social Responsibilities ( {1 & &EE#H:%) )

During the supplier
development and introduction
stage, the Group inspects
suppliers' environmental and
social risks, green partner ("GP")
systems, and promotes CSR
awareness-raising for suppliers.
Suppliers are encouraged to
use environmental friendly
products or services, such as
purchase green energy, use
crates instead of cardboard
boxes to reduce wastes, carry
out compliance treatment on
chemical effluent during the
production processes, etc. and
required to sign various letters
of undertaking to ensure the
compliance with the relevant

CSRrequirements of the Group:

Raises requirements on suppliers on the aspects of labor interests, environmental
protection, occupational health and safety, business ethics and other aspects.
The Undertaking for Operating with Integrity ( (GR{E&KEHAES) )

Forbids commercial bribery, corruption, fraud and other improper behaviors to
safeguard the legitimate interests of both parties.

The Environmental/Safety Requirement Notification ( {((RiF/Z2EREHME) )
Requires suppliers to meet the requirements of relevant laws and regulations on
environment/occupational health and safety, and ensure the emissions, wastes
and noises involved in the production, activities and transportation process meet
relevant standards.

The Undertaking for Non-use of Prohibited/Restricted Substances Under Relevant
Environmental Regulations ( {NMERBRIRIZERPLZA/RAMEEES) )
Requires suppliers to provide materials that meet the requirements of the
Restricted/Prohibited Substance List ( {PEFA/ZRYIEEE) )and to provide
advance notice and a valid test report of any changes to the materials or properties
of the product.

In addition, the Group annually conducts risk assessments on suppliers. The assessment items mainly include the places
where the suppliers are located, the types of products and services provided, the brands and sources of production raw
materials, the risks on green and environmental products, CSR and business ethics, etc., and pays continuous attention
to the qualified suppliers. The Group has also formulated a supplier reward and punishment mechanism to better
regulate the products and services of suppliers provided.

51



2022 Environmental, Social and Governance Report ® B W ®

As at the end of the Reporting Period, the number of Class | suppliers (Notes) of four subsidiaries of the Company,
namely Sunny Zhejiang Optics, Sunny Opotech, Sunny Automotive Optech and Sunny Optical Intelligence (Yuyao) was
916, of which approximate 90.3% came from Mainland China, with the rest mainly being located in Hong Kong. All of
which have complied with the supplier engagement practices in the Supply Chain Management System. The KPIs of
Class I suppliers are as follows:

Sunny
Optical
Intelligence
(Yuyao)
(Number)

Sunny

Sunny
Zhejiang

S
Opc:jt::l): Automotive

Optics Optech
(Number) WAL= (Number)

Total

Category (Number)

Number of new suppliers during the
year

16 119 8 15 158

Accumulative number of suppliers
that signed the CSR-related 101 409 62 123 695
undertakings

Number of suppliers with CSR audits
during the year

Accumulative number of suppliers
that signed the certificates promising 119 378 65 111 673
not to use hazardous substances

Number of suppliers recognized as
having negative environmental and 0 0 0 0 0
social impacts during the year

Accumulative number of suppliers
using environmental products and
services and achieving management
on environmental procurement

132 399 65 120 716

™

=l
-_— v
— Y JU Notes

1. The Group’s supplier data disclosure scope during the Reporting Period has been added to Sunny Optical Intelligence (Yuyao).

2. TheClass|suppliers of Sunny Zhejiang Optics refer to the suppliers that provide product components, processing raw materials, packaging
materials, hazardous chemicals and chemicals in direct contact with products;

3. The Class | suppliers of Sunny Opotech refer to the suppliers that provide the direct product components, equipment and using tool;

4. The Class | suppliers of Sunny Automotive Optech refer to the suppliers that provide the direct product components; and

5. TheClass | suppliers of Sunny Optical Intelligence (Yuyao) refer to the suppliers of raw materials that provide the direct product components

and have contacts with the products or materials during processing.
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Responsible Mineral Procurement

The Group actively responds to the policy aiming to prohibit the use of conflict minerals to fulfil its corresponding
social responsibilities. We have published the relevant summary and regulations of the Conflict Minerals Management
( {ERBEEEIE) ) on the sustainable development section of the Company’s website and promised not to endorse
and to use conflict metals from conflict regions and without a third-party certification. We transmit the relevant
requirements of Dodd-Frank Wall Street Reform and Consumer Protection Act ( {ZE— AR R EREHNENEES
{R€7%) ) to suppliers, and require them to comply with the regulations on conflict-free metals, strictly implement
the relevant standards of international organizations and industries, and sign the Undertaking for Non-Use of Conflict
Minerals ( { REREREEAFEE) ), the Corporate Social Responsibility Commitment ( {{EEH G EEEEE) ),
the Environmental Safety Requirement Notification ( {(IRIRREEREHZE) ) and other relevant agreements. We also
investigate suppliers whose products contained tantalum, stannum, gold, tungsten and cobalt to ensure that these
metals come from qualified smelters.

Subsidiaries of the Company have formulated the Regulations on the Administration of Green Substance ( {4k&4)
BEIEME) ), the Technical Standards on Environmental Management of Products ( {(IRIEEBEY)ERMITE) ),
Regulations for the Recognition of Parts ( {EBGa7AERFREE) ) and other policies. In addition, Sunny Opotech has also
formulated the Management Measures for Mineral Control Related to Social Responsibility ( {tt & & TAARAMEEIEH!
BEIBPHE) ) and the annual audit plan to manage and conduct on-site audit on suppliers.

Sunny Zhejiang Optics, Sunny Opotech and Sunny Optical Intelligence (Yuyao) have conducted due diligence of metals
involved in the supply chain using conflict minerals questionnaires such as the Conflict Minerals Reporting Template
( (ERBEEREEMR) ) (“CMRT”) and the Extended Minerals Reporting Template ( (BRIEERSIRIR) ) (“EMRT”)
developed by the Responsible Minerals Initiative (“RMI”). If a supplier is involved in conflict minerals and without a
third-party certification, it will be prohibited from supplying goods to the Group. During the Reporting Period, Sunny
Zhejiang Optics and Sunny Optical Intelligence (Yuyao) completed the investigation and audit on all incoming product
material suppliers and found no nonconformities. Sunny Opotech also completed the relevant audits and confirmed
that the smelters involved have been included in the third-party certification lists such as RMI.

As at the end of the Reporting Period, the audit results of conflict minerals of the Group’s Class | suppliers were as follows:

Sunny
Optical
Intelligence
(Yuyao)
(Number)

Sunny
Zhejiang

Sunny
Sunny )
Automotive
. Opotech
Optics (Number) Optech
(Number) (Number)

Total

Category (Number)

P i f ith I
roportion of products with traceable 100.0% 100.0% 100.0% 100.0% 100.0%
raw material sources
Accumulative number of suppliers
having filled in the conflict minerals 91 165 1 23 280
reporting template

Accumulative number of suppliers
undergoing the audit of conflict 119 165 63 40 387
minerals

Accumulative number of suppliers
involved in conflict minerals with 0 12 0 0 12
third-party certification
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Supplier Communication

The Group cherishes a cooperative vision of “Mutual Benefit and Common Growth”. We provide suppliers with full
support on technology, management and other aspects, to advance two-way communication and knowledge sharing
with suppliers through questionnaires, telephone, e-mail, online and on-site exchanges, and other means to promote
win-win cooperation.

We hold annual supplier exchange conference with core suppliers. In addition to reviewing the cooperation situation
of previous year. We also reward outstanding suppliers and propose targets and expectations on the cooperation
for the following year. During the Reporting Period, Sunny Opotech promoted online HSF for key suppliers, covering
regulatory consultation, explanation of HSF requirements by Sunny Opotech, explanation of special requirements
for customers and explanation of the operation of the supplier relationship management system. Sunny Automotive
Optech conducted a quarterly technical exchange meeting with key suppliers, focusing on their overall operation,
achievement of each project in the five dimensions of QCDST and development planning. In addition, a satisfaction
survey was carried out on the suppliers participating during the year, which concluded the three most important factors
in the cooperation between both sides: the concept of win-win development, high efficiency in solving problems and
smooth communication channels.

Reverse training for suppliers

In March 2022, Sunny Automotive Optech invited the supplier to conduct training on glass spherical product
knowledge for the Lens Technology Department, Component Manufacturing Department, Sales Department and
Marketing Department for the purpose of helping them understand and master the overall process of spherical
lens processing. The training received 117 participants, 83.8% of which passed the comprehensive test after
._training.
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The Group identified the key words of the Employer Value Proposition (“EVP”) as “Professionalism, Innovation, and
Development” based on the employer brand value house model, and further refined the Group’s EVP as “Pursue in
Optics, Create in Optics and Achieve in Optics”. In the future, we will continue improving the working experience of
employees, as well as our reputation in the society to form an internal and external synergy and attract more talents
to join the Group.

Safeguarding Employees’ Rights and Interests

Labor Standards

We strictly abide by the requirements of laws and regulations such as the Labor Law of the PRC ( {FE AR
&%) ), the Labor Contract Law of the PRC ( {PEAREMEEEFSEIE) ), the Provisions on the Prohibition of
Using Child Labor ( {ZZIEEFETEE) ), and the Labor Dispute Mediation and Arbitration Law of the PRC ( {# %
AR HEFE S S FEFABEHEIE) ), and manage talents legally, reasonably and effectively. We strive to broaden the
recruitment channels and optimize the talent structure, and have formulated the systems such as the Administrative
Measures for Employee Probation Period ( { & T\ FHEREIRHEE) ), the Regulations on the Management of Employee
Work Resumption ( {E TEBIEIERE) ), the Recruitment and Employment Implementation Measures ( {}BE2
$RFEMEPHE) ) and the Reward Measures for Internal Recommendation ( { IEZBHEEELEEN %) ) to regulate and
strengthen the management of recruitment and dismissal. The Group has formulated the Employee Handbook ( { &
T M) ), covering employees’ compensation and dismissal, recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination and other benefits and welfare.

The Group encourages and advocates equal opportunities for employees and adheres to the diversified and humanized
management philosophy. We advocate equal communication, respect the personalities of employees, listen to their
opinions and accept reasonable suggestions from them. In addition, we have published the Labor Policy ( (& TE) )
on the sustainable development section of the website of the Company and promise that the employment, treatment
or promotion of employees shall not be affected by their social identities such as ethnicity, race, nationality, gender,
religion, age, sexual orientation, political affiliation, or marital status.

Pursuant to the Group’s internal measures, we prohibit the use of child labor or forced labor, and conduct regular
trainings for the management. In the promotional materials of recruitment, we clearly require the applicants to be
over 16 years old, and check the identity information of applicants strictly to prevent mistakenly employing child labor.
In case of hiring child labor by mistake, we will immediately terminate the relevant employment contracts, arrange
the children to return to their original residence and send them to their parents or other legal guardians. The Group
prohibits all forms of forced labor, such as forcing employees to perform certain duties or force them to work. The Group
regularly reviews the phenomenon of child labor and forced labor to ensure that such incidents do not occur. During
the Reporting Period, there was no hiring of child labor by mistake or forced labor in the Group.

The Group has formulated policies in determining the working hours and rest periods for employees based on local
laws. The Group implements a working system with a two-day off every week and the working hours of no more than
8.0 hours per day. Meanwhile, the employees can enjoy local statutory holidays and leaves. Employees work overtime
on a willing basis. When employees work overtime, they shall fill in the application forms in advance for confirmation
and approval by the senior leaders. Employees with overtime pays will be distributed based on the actual situation.
Employees with fixed salaries shall apply for overtime leaves. If the employees fail to arrange overtime leaves or fail to
make applications for overtime leaves, the overtime pays will be included in the year-end bonus.
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Employee Structure

As at the end of the Reporting Period, the Group had a total of 26,610 employees. Among the employees, approximately
2.9% were senior management, of whom approximately 18.0% were female; approximately 17.6% were middle
management, of whom approximately 25.2% were female. The breakdown of the employees in different categories is
set out as below:

Category Number of Employees Proportion
Male 15,933 59.9%

(7= g 1< e s
Female 10,677 40.1%
<30 14,807 55.6%
30-39 9,699 36.5%

LAY T3 | (T o e
40-49 1,775 6.7%
> 50 329 1.2%
Full-time employees 25,550 96.0%

Employeetype [ """ """~~~ ~"~“"~“"~“"~“""“"“"“"{"-" """ """ """°"“"°“1°" """ °"°-°-°-°-°7°7-°
Interns 1,060 4.0%
Senior management (Note 1) 783 2.9%

Position Middle management (Note 2) 4,670 17.6%
Junior employees (Note 3) 21,157 79.5%
Mainland China 25,255 94.9%

Geographicalregion [~~~ - - -~ ~- - - - - T - - - T T - - - - o S oo oo S ST TS TS
Other regions 1,355 5.1%

sl

-_— v

-_— v

- D Notes °

1. Senior managementincludes personnel with management title of associate department manager and above or with professional technical
title of senior engineer and above.

2. Middle management includes personnel with management title of division manager and assistant of department manager or with
professional technical title of engineer.

3. Junior employees include all personnel other than senior management and middle management.
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The Group regulates the resignation procedures in accordance with relevant laws, regulations and labor contracts,
including a certificate of rescission or termination of the labor contract issued by the Human Resources Department
for departing employees. The turnover rate of the Group’s full-time employees as at the end of the Reporting Period
is indicated in the table below:

Turnover rate of

Category employees (Note)

(7T 0 =Y e
Female 2.7%
<30 3.5%
30-39 2.0%

Yo 1= e ¢ T o ey
40-49 0.9%
> 50 0.8%
Mainland China 2.6%

(€1=YoTe | 7= o] a1 1= I =T | o o ey
Other regions 5.0%

sla

-_—v

-_—v

-V ﬂ Note °

The turnover rate of each category of employees is the annual average of the monthly turnover rate of each category of employees. The
monthly turnover rate of each category of employees = Number of employees of each category resigned voluntarily or being dismissed,

retired or died for each month/Total number of employees of each category for each month*100.0%.
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Remuneration and Incentive

We adhere to the development concept of “Win-Win and Common Prosperity”, emphasizing that employee benefits should be
combined with enterprise development to form a harmonious labor relationship. The Group has formulated the Remuneration
Management Policy ( (FrENEIEHIE) ), Welfare Management Policy ( {f&F)EIEHIE) ) and Performance Management
Policy ( {ZBXEIEHIE) ) and continuously improved the remuneration system based on performance assessment in
order to create a fair and just working environment. Diversified performance assessment methods such as annual debriefing
evaluation, performance assessment, objective management assessment and personnel evaluation are implemented for
different positions according to position characteristics and implement corresponding remuneration and incentive policies
based on the assessment results. During the Reporting Period, we adopted a salary adjustment model differentiated by groups
and tiers to better enhance the competitiveness of the Group’s remuneration. Thanks to the model, the market salary quantile
of middle and lower tier employees increased significantly.

The Group has also formulated policies such as the Administrative Measures on Economic Value Added (EVA) Sharing Prize
( (EVADZHEEIRHE) ), the Restricted Share Award Scheme ( {FRHI14EAR D 2EENFTE) ) and the Selection and Incentive
Measures on Outstanding Talents ( {855 A7 T2 8L E#E%) ) to enrich the ways in attracting, encouraging, and retaining
talents, so as to promote a more stable, healthy, and sustainable development of the talent team.

o

9;'? The basic salary of the Group fulfills the minimum salary requirements of local governments and is competitive in the same industry
é i and region. We formulate salary adjustment plans each year based on the Group's operating conditions and the salary level of our

S peers, including regular salary adjustment and rank change-related salary adjustment, to implement the Group s salary management

< principle of “Adapting to the Market Environment, Realizing the Value of Talents and Giving Full Play to Motivation”.

hd

Py

(é\ w® The Group distributes the year-end bonuses to employees who meet the requirements according to the Remuneration Management

fo/i =R Policy. The specific distribution amount is determined depending on the employees' year-end performance results, annual attendance
.|||||||| = status, wage level and other factors.

The EVA sharing prize is a sharing mechanism after the Group has excessive profits. Employees can be rewarded after meeting the
requirements such as the certain levels of positions, performance results and other requirements.

2
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In the evaluation year, employees with management positions below the level of director who are employed throughout the year
are eligible to participate in the excellent talent evaluation. Employees who have been employed for less than one year but have
made significant breakthroughs or innovations in their work, or benefited or contributed the Company greatly can be exceptionally
recommended. The prize is divided into the gold prize, the silver prize, the bronze prize and the progress prize. The selection of
outstanding talents is based on the comprehensive consideration on the professional ethics, quality, capability and performance of
the candidates in the year. The prizes are distributed in the form of granting the corresponding shares with a fixed amount.
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Assistant engineers, who have worked continuously in the Group for more than three years and have served in the junior management
position for two years or more, and who have a year-round management position of division manager or below or have direct
subordinates in the daily practical work in the evaluation year, are eligible to participate in the excellent junior management cadre
assessment. The selection of outstanding junior management cadres is based on the comprehensive consideration on the candidates’
professional ethics, quality, capability, assessment and performance in the evaluation year, and a democratic assessment by employee

uswabeuew
Jojun(
JU3||90X3

8 representatives and interviews with candidates randomly selected by the Group's Trade Union. The final winners of the award will be
% announced and recognized within the Group, and the honorary certificates and cash award will be presented.

) 4

o Assistant engineers and below employees, who have worked continuously in the Group for more than two years and have no

subordinates, are eligible to participate in the production pacesetter evaluation. The evaluation of production pacesetter is based
on the comprehensive consideration on the candidates’ performance, job skills and innovation ability in the evaluation year. The
final winners of the award will be announced and recognized within the Group, and the honorary certificates and cash award will be

S
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presented.
o

o The eligible participants of the Group's share awards scheme include: 1. employees holding management title of division manager and

g}é =z above, or professional technical title of engineer and above; and 2. employees awarded the annual "Prize for Outstanding Talents".

S 2

a ™

Q" From the adoption of the restricted share award scheme to 31 December 2022, a total of 6,399 employees were awarded shares (Note).
hd

ﬂ Note

This number includes all personnel who have received share awards.
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Safeguard Employees’ Benefits and Welfare

The Group has established a welfare system consisting of statutory welfare and complementary welfare to safeguard

employees’ benefits and welfare.

Statutory Welfare

&

Social Insurance

The Group contributes to social
insurance  for employees in
accordance with the national laws,
regulations and relevant rules of
local governments. Currently, the
basic social insurance for domestic
employees  includes  pension,
medical insurance, work-related
injury insurance, unemployment
insurance and maternity insurance,
and overseas employees can enjoy
relevant security coverage
according to local laws.

0000
EEHJAD)

—

Housing Provident Fund

The Group contributes to the
housing provident fund for a certain
proportion for employees including
assistant engineers and above,
employees with full-time bachelor's
degrees and above and line
managers with management title
and above in accordance with the
national and local regulations and
policies.

Holidays

All employees of the Group can
enjoy local statutory holidays,
marriage leave, funeral leave, family
planning leave, work-related injury
leave, medical leave, paid annual
leave and sick leave, etc.
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Complementary Welfare

——e Emergency Relief Fund

The Trade Union of the Group has established the Employee Emergency Relief Foundation
(“Foundation”) to provide relief fund to employees suffering from serious diseases or emergency
personal injuries with a maximum amount of RMB45,000.0.

During the Reporting Period, the Foundation provided relief fund to 150 employees, with the total relief
amount of RMB984,829.0.

Supplementary Insurance

The Group provides commercial insurance such as personal accident insurance for foreign employees,
employees working overseas or retained employees after retirement according to the years of
employment and relevant insurance regulations, and applies “Medical Insurance of Special and Serious
Diseases for Employees in Ningbo City” (Z:& M T 512 &R BB RIR) for in-service employees on a
voluntary basis according to the requirements of the Ningbo Federation of Trade Unions. As at 31

December 2022, the Group has arranged the insurance under the “Medical Insurance of Special and

Serious Diseases for Employees in Ningbo City” for 3,200 employees, with a total amount of RMB64,000.0.

Interest-free Housing Loan

The Group has formulated the Management Measures for Employee Housing Loan ( { 2 TEER & EE
#HE) ) to offer “interest-free housing loan” for outstanding employees who have met the qualifications
for loans so as to reduce the pressure of employees buying their first apartments, help them solve practical
problems and enhance their happiness. In 2022, the Group updated the Management Measures for
Employee Housing Loan to extend the coverage of the loan from engineers and division managers and
above to assistant engineers and line managers and above, and adjusted the loan amount for a single
person from RMB100,000-RMB200,000 to RMB200,000-RMB400,000.

During the Reporting Period, a total number of 175 employees were successfully approved for loan
qualification with a total amount of RMB54,010,000.0 as housing loans, which increased by 14.1% as
compared to that of 2021.

Catering and Accommodation

The Group provides free working meals or working meal allowance for employees, including free snacks
for night shift employees. Meanwhile, considering the distance between the employee’s residence and
the companies” locations and traffic conditions, the Group provides dormitories or housing allowance to
employees accordingly.
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e Health Check-ups

The Group provides free health check-ups for its employees on a regular basis in accordance with the
relevant national and/or local regulations, including organizing pre-employment, on-the-job, off-the-job
and emergency occupational health check-ups for personnel who are exposed to
occupational-disease-inductive hazards.

Employee Care

The Trade Union of the Group distributes holiday gifts to employees on Chinese traditional holidays such
as the Spring Festival, the Dragon Boat Festival and the Mid-Autumn Festival, provides life welfare
products for employees in summer and offers birthday gifts to employees on their birthdays. Since 2022,
the Group would pay wedding bonuses to employees with three years of service or more and retirement
bonuses to employees with ten years of continuous service or more who have retired normally from the
Group.

Employee Activity Funds

The Group sets up special activity funds for team building activities such as cultural entertainment and
sports activities for all employees to enrich their spare-time cultural life and enhance communication
between employees at different positions and levels.

Other Allowances and Subsidies

The Group provides eligible employees with high-temperature allowance, communication allowance,
special position nutrition allowance as well as benefits and subsidies for employees designated to other
places and overseas.

We have also formulated the Administrative Measures for Preferential Business Partners ( (FESEE 3
BIEPHE) ).1n 2022, through the cooperation with 77 high-quality business partners, we obtained more
than RMB5,500,000.0 of preferential benefits for employees, benefiting about 65,000 person-time.
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Development and Training

Individual
Development
Plan

Based on the Group’s human resource development strategy, we
have set up three career development channels according to the
characteristics of different positions to establish the talent echelons.
We have formulated and released the Administrative Measures on
the Organizations of Professional Position Qualification ( {EZ 11
TR ERABILBEIENE) ), the Rules of Cadre Management ( Empowering
BEREIEHEE) ), the Management Measures for the Accreditation P
of Professional Positions Qualification and Appointment ( (= System
{ER B S ERE EERE B IEHEE) ) and other policies to specify the
procedures for the selection, appraisal, appointment and promotion
through different career development channels. Employees can
switch between different career channels according to their own
development needs and the Group’s development plan, so as to
achieve their personal career development goals and seek for more
suitable career development opportunities.

Academic
Education

Learning
Platform

o

360

Qualification
System

Tutor
Guidance

Career Development Channel

Career Development Channel for Technical Operators

Management Channel Professional Position Qualification Channel

President Chief Scientist

Vi President/General Manager/Executive Deputy General Manager

Senior Executive Engineer

Assistant of President/Deputy General Manager/Director Senior Engineer

ul

Hositnt ofGenera Mg Department Nanagesocat epartment enager Senior Technician

Assistant of Department Manager/Division Manager Assistant Engineer Intermediate Technician

Junior Technician

111

1
 HHEEH

Associate Division Manager/Line Manager

Senior Mechanic
Management Category (Note) Professional Category

Intermediate Mechanic

1t

-V

-V ﬂ Note

Management and professional channels can be interconverted

Junior Mechanic

[

General worker
based on the principle of taking into account the needs of the

organization and personal wishes. Skill Operation Category
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The unique talent development system of the Group ensures the provision of talent team matching the sound business
development of the Group, to enhance their knowledge and skills for discharging duties at work. Based on the
development needs of different levels, we have established a development and training system which covers all
employees with new employee development module, professional and technical personnel development module, and
leadership development module as its core to consistently encourage them to keep learning. We have formulated a
series of documents such as the Management Policy on Training ( {IZFIIEEHIE) ), the Whitepaper on Employee
Learning and Development ( {E T2 E R HAKZE) ) and the Skilled Worker Education and Training Management
Standards ( {(FZRETH B 153 EIEIZ®) ) to provide employees with various methods for improving. Among them,
eligible employees can apply for the academic education classes offered by the Group in a centralized manner or
participate in external academic education training. After graduation with a certificate and a valid invoice and signing
the corresponding training agreement with the Company or its subsidiaries, the trainees can reimburse 70% of the
tuition fees to the Company or the subsidiaries, and bear the other 30%.

Cultivate the abilities of leadership, strategic planning and
ihai decision-making capability for management cadres including
Jihai the assistants of general manager and above.

Program

Cultivate "intermediate strength" and improve the department managers,
associate department managers and assistants of department manager's
capabilities in strategic interpretation, department performance
improvement, enterprise culture inheritance and publicity.

Yulang Program

\ Boost the growth of engineers through professional

Jiaoyang Program common courses.

\ Cultivate division managers, associate division

managers and their backups and improve

Chengfeng Program their capability in task allocation and team
management.
Assist fresh graduates who initially
) enter the workplace to quickly integrate
Chenghui Program and grow rapidly.

Development and Training System
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The Group further promotes the establishment of a development and training system, to realize the formalized and
scientific management of internal lecturers and promote the accumulation, sharing and dissemination of internal
knowledge. We have formulated the Internal Lecturer Management Measures ( { PIERzBEMEIEHE%) ) and the Tutor
Management Measures ( (EETEIEHEE) ). We provide the lecturers with extra pays beyond their own salaries to

motivate the experienced managers and experts to become internal lecturers. As at the end of the Reporting Period,
the Group had a total of 1,572 internal lecturers.

Chenghui Program ©

Chengfeng Program Yulang Program
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Topic: Iteration of the Learning System Platform

Since the e-learning platform launched in 2016, the Group have fully recognized the importance of
fragmented learning. With the expanding of the Group’s scale and our strategic planning for
internationalization and digitization, the Group also have more rigorous requirements for our employees,
and during the Reporting Period, we chose a new learning system.

The new learning system provides us with fresh learning resources on the one hand, and helps us
complete the accumulation and transmission of our existing knowledge on the other. In addition, we have
developed a talent profile for each position and level. Combining the talent profile and the results of the
talent assessment, we make the planning of the learning program more targeted and geared to practical
situations.

Topic: Optimizing the Training System of Vietnam Factories

During the Reporting Period, Sunny Opotech appointed an in-house senior training specialist to Vietnam
to help improve the training system of the Vietnamese factories. During the Reporting Period, Chinese
employees conducted 17 cadre teaching and training sessions in Vietnam factories with 330 person times;
conducted two Chinese language training courses with a passing rate of 87.5%; and eight-step (“8D") (Note)
training with the main purpose of helping employees improve their ability to solve quality problems. The
total training time exceeded 6,900.0 hours and the training satisfaction rate reached to 94.3%.

— Topic: Program for Product Management Capability Enhancement

During the Reporting Period, the Group launched a program for product management capability
enhancement around the theme of “product planning”. The program was implemented in the form of
“theory + coaching” and extended to the product lines of each subsidiary. The program was designed
to promote product planning practice through the guidance of product management methodology, to
promote the practice of product planning, build a team with knowledge of product management, and
precipitate the models implemented in the practice process..

-V
-V

-V D Note °

8D, also known as team-oriented problem solving, is a method of dealing with and solving problems, including D1 establishing the team; D2

defining and describing the problem; D3 identifying, implementing and confirming interim countermeasures; D4 identifying, recognizing and
confirming root causes and D5 selecting and confirming permanent countermeasures for problems or non-conformities; D6 implementing

permanent countermeasures; D7 taking preventive measures; and D8 thanking team members.
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In addition to courses to help employees improve their
work abilities, we also offer a series of courses focusing
on employees’ physical and mental health to help them
relieve work stress and enhance their well-being at work.

In July 2022, we launched the relief and counseling
program, which helps employees to reduce stress on site
through meditation and sharing of psychological skills,
and to learn ways to self-regulate their emotions and
stress.

In August 2022, we started a course on healthy
lifestyle and daily health care. The course raised the
employees’ awareness of self-care by popularizing the
method for preventing infectious diseases and chronic
illnesses, introducing the “four cornerstones of health”:
reasonable diet, moderate exercise, guaranteed sleep,
and psychological balance, and sharing the lifestyle that
content is happiness.

During the Reporting Period, the Group’s Tabor Union
took the lead in providing a series of yoga classes led by
professional teachers to help employees calm their minds
and release stress.

Yoga

Topic: Launching a Special Course on Employees’ Physical and Mental Health —

As at the end of the Reporting Period, the training participation rate of the Group’s employees reached 100.0%, with

an annual average of 53.4 hours per person.

Annual average hours

Percentage of

Category of study per person employees trained
(hours/person) (Note)
(=] Ve =T e
Female 44.3 40.1%
Senior management 56.7 2.9%
Position Middle management 67.0 17.6%
Junior employees 50.3 79.5%
ala
-V
-V
- ﬂ Note ®

Percentage of trained employees = Number of trained employees in each category during the reporting period/Total number of trained

employees * 100.0%
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Employee Care

Listening to the opinions and voices of employees,

understanding their needs and helping them Daily Communication . . .
resolve their difficulties are important parts of the General managers' mailbox, daily work reports, special
Group's daily work. We provide employees with reports, regular meetings, employee hotlines, discussion
diversified communication channels and create an rooms, etc.

open and transparent communication
environment.

Face-to-face Meetings with Senior Management

Members

- Employees may make an application to the Human
V Resource Department for face-to-face meetings with the

0 — senior management members of the Company

Work Talk

The superiors shall have a face-to-face talk with employees

e —_ for their regularization, salary adjustment, change of
position, occupational development planning,

communications on performance or applications for

resignation, etc.

Other Channels

The website of the Company, "Sunny Journal" internal
journal, "Sunny Family" WeChat official account, the
annual employee representative congress, etc.

The Group strictly abides by the Trade Union Law of the PRC ( {FPE AR HFME T &%) ) and has established the Trade
Union, signs collective agreements with employees, and promotes a sense of belonging, responsibility, identity, well-
being and proud by creating “a home for growth, a home for vitality, a home for civilization and a home for happiness”.
As at the end of the Reporting Period, the Group’s employee participation rate of the Trade Union was nearly 100.0%.
We encourage employees to actively participate in the relevant decision-making of the Group, motivate all employees
to pay attention to the hotspot, thorny and focal issues during the development process of the Group, and pool their
wisdoms and efforts to jointly push forward the Group’s development.

In addition, the Group has formulated the Emergency Management of Labor Relations and Emergency Response Plan
for Sudden Events ( (S ERAFREIEREMRFUESHRIBETEZE) ) to handle emergencies including strike or
production efficiency decrease resulting from employees’ dissatisfaction with working conditions. We handle labor
disputes in accordance with the principles of legality, fairness, timeliness and focusing on mediation to protect the
legitimate rights and interests of both employees and the Group and facilitate the harmony and stability of labor relations.
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To practically understand and fulfill various demands
of employees, the Group invites professional third-par-
ty agencies to conduct employee satisfaction surveys
every year to consistently improve the human resource
management of the Group. In 2022, the Human
Resources Department of the Company vigorously
promoted the implementation of various talent
retention initiatives to realize the goal of "retaining
knowledgeable employees". The initiatives included
optimizing the ranking, increasing the amount of
interest-free housing loans and broadening the loan
coverage, and optimizing the hardware facilities
including dormitories and canteens. In addition, we
launched lifecycle employee care activities, including
new employee month-end care, employee birthday
parties, retired employee farewell parties, and single
youth social gatherings. The activities helped enrich
the lives of our employees, better perceive the
corporate culture and enhance their cohesiveness and
happiness. With such measures, the satisfaction level
of employees improved in 2022.

The Group has established the interest group alliance (“Alliance”) and has formulated the Management Measures for
the Interest Group Alliance ( i/ A BB EIRHEED ) to further standardize the management of employees’ leisure
activity groups, enrich their leisure cultural life and promote the construction of corporate culture. The Alliance has
carried out a series of activities with unique Company characteristics such as “Eagle Cup” basketball game, “Eagle Cup”

football game, hiking meeting, etc.

— @

“Eagle Cup” basketball game

“Eagle Cup” football game

Employee Satisfaction Score
Score (100-mark system)

82.6

2020 2021 2022

In addition, the Group also organized a series of employee care activities, including:

In March 2022, due to the COVID-19 resurgence in Shanghai, some housing estates started to implement
closed management. The Group's Trade Union was always concerned about the safety and health of its
employees in Shanghai. Given the fact that it was extremely difficult to buy groceries both online and
offline, the Trade Union, together with the Human Resources Department and the subsidiaries, conducted
a survey on the living conditions of the employees in Shanghai and compiled statistics on the needs of daily
necessities. We, overcoming the difficulties, finally contacted a third-party supply and delivery platform, from
which we purchased a batch of daily necessities. From mid-April, the anti-pandemic gift packs containing
the warm vegetables, fruits, meat and poultry were delivered to the employees in Shanghai in succession,

Anti-pandemic Gift Pack

Hiking meeting &—

showing the care and concern of the Group for all its employees in Shanghai.
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In early March of 2022, the Trade Union started to
conduct a survey on the enrollment needs of children
of foreign employees, to ensure the smooth enrollment
of the children, showing the Group’s concern for the
children. The Trade Union released the notice of pre-
enrollment for employees’ children through online
platforms such as the “Sunny Family” WeChat official
account and Tik Tok at first, and organized online
and offline simultaneous publicizing and guidance
through the branches of the Trade Union, to help the
employees keep abreast of enrollment information.
In addition, the Trade Union set up on-site service
points to facilitate the employment of the children of
foreign employees at Yuyao Chengxi industrial base,
Yuyao Yangming industrial base and Yuyao Lanjiang
industrial base respectively, to let employees complete
the registration smoothly. In the end, the schooling
problem of 157 employees’ children were satisfactorily
solved, recording the largest number over years.

Assisting Children of Foreign Employees in Enrolling in Schools

2022 Environmental, Social and Governance Report

Service Point for Enterprises of the Yuyao Human Resources and —

Social Security Bureau (“HSSB") .

In October 2022, the Labor Dispute Resolution Office of the Yuyao HSSB was officially established in
the Yuyao Chengxi industrial base, making the Group the first pilot service point of the HSSB in Yuyao
City. With the tenet of “keeping enterprises free of disputes and handling requests efficiently”, the Office
aims to establish standardized and orderly, fair and reasonable, harmonious and stable labor relations
through adequate communication and mediation within enterprises under the supervision and guidance
by government departments. At present, the “Sunny Family” WeChat official account has set up a module
of “Dispute Resolution of the Yuyao HSSB in Enterprises”, enabling employees to make their requests at
any time. The relevant cadres of the Yuyao HSSB are also stationed in the area on a regular basis to resolve
labor disputes. In this way, employees can provide feedback and consultation to government departments

without leaving the enterprise.

In order to provide a private, warm and exclusive space
for lactating female employees and solve the problems
of temporary storage and safety of breast milk, the
Group has set up a number of mommy warm rooms
in the factory. The cabin is equipped with refrigerator,
plug-in, electric kettle, table and chair, medicine box,
maternal and infant knowledge materials rack and
other facilities.

Mommy Warm Room
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Occupational Health and Safety

The Group attaches great importance to the health and safety of employees and always prioritizes life safety and
occupational health of employees. The Group protects its employees against occupational hazards by providing them
with a safe working environment and taking various measures. We strictly abide by the Fire Protection Law of the PRC
( {PEARHZLFMEDHFGZE) ), the Work Safety Law of the PRC ( {FREARHMBEZ 24 EE) ), the Law of the PRC
on the Prevention and Control of Occupational Diseases ( { AR XEFEIRZHLRA7E) ) and other relevant laws
and regulations. In addition, four subsidiaries of the Group namely Sunny Zhejiang Optics, Sunny Opotech, Sunny
Automotive Optech and Sunny Optical Intelligence (Yuyao) have passed the certification of ISO 45001 on Occupational
Health and Safety Management System.

/ @ Occupational Health and
A28 Safety Policy

Focusing on prevention, integrity and law-abiding

Eliminate major casualties, control the incidence rate of work-related
injuries, eliminate fire, explosion and electric shock accidents.

People-oriented and continuous improvement

Optimize the working environment, ensure the health and life safety of
employees, and eliminate the occurrence of occupational diseases.

Environmental-friendly and green operation
Emit wastewater, waste gas and noise in compliance with laws and

regulations, effectively manage hazardous solid waste, and ensure the
content of hazardous substances in the products meets the standards.

£ Y @

/
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Safety Management Structure

First person responsible for safe production, is responsible for deploying
CEO of the Company and establishing management rules and regulations of safe production and
regularly convening safety leading group meetings.

Person responsible for safety inspection, is responsible for the inspection
and assessment on the safety work of all subsidiaries and reporting the
assessment results to the management.

Safety Production Management
Division of the Company

First person responsible for safe production of the subsidiary, is responsible
for establishing relevant rules and regulations of each subsidiary to supervise
the implementation of safe production work.

General Manager of
Each Subsidiary

Person responsible for the implementation of safe production of the
subsidiary, is responsible for comprehensively managing the safe production
of each subsidiary and reporting production safety accidents.

Safety Manager (Note) of
Each Subsidiary

The safe production management division of the Group conducts two wide-range safety inspections on all subsidiaries
in the middle and at the end of each year and conduct monthly inspections, inspections before the holidays and various
special inspections. The safety inspections cover fire safety, hazardous chemicals safety, safety protection, equipment
safety and electric safety, etc. Inspectors provide feedback on the inspection results to relevant employees of each
subsidiary and propose rectification requirements and deadlines. The inspection results will be included in performance
assessment. As at the end of the Reporting Period, we identified a total of 1,133 hidden hazards and proposed targeted
rectification plans and urged them to rectify. All of the hidden hazards had been rectified.

™

el
-V
—vJU Note

Safety supervisor: The person authorized by the general manager of each subsidiary to manage safety work.

72



B B Talent Management

Safe Production Management

Safe production targets and achievement during the Reporting Period

Zero fatality Achieved
Zero occupational disease Achieved
Zero major safe production accident Achieved

To strengthen safe production management, implement various safe production work and prevent safe production
accidents, the Group has formulated specific safe production targets, the Appraisal Measures on Safe Production
Accountability ( (Z2EESEHZZPHE) ) and the Targets and Responsibilities on Safe Production ( (R &% E
BiZEMEE) ) to evaluate each subsidiary of the Group and its first person responsible for safe production annually.
The evaluation content includes organizational and system construction, safety of equipment and facilities, safety
operation, accident control, etc. The evaluation is based on the results of safety inspection. The evaluation results are
directly linked to the annual performance assessment of each subsidiary and employee with additional rewards for
the annual safety award. In case of a safety accident, the Group will give corresponding administrative and financial
penalties such as criticism, warning, demerit recording and termination of labor contracts according to the severity
of the accident and the responsibilities of relevant personnel. The most serious penalty is criminal responsibility after
transferring to judicial authorities.

Sunny Optical Intelligence (Yuyao) formulates the Control Procedures for
Occupational Health and Safety Operation ( (BiZEERZ 2 EITIEHIT2
) ) to identify the sources of hazards in operation activities and take
corresponding control measures.

Sunny Zhejiang Optics draws up the Policy on the Identification and
Management of Hidden Danger of Safety Production Accidents ( { Z 24
ESWEREEEAIEHIE) )and regularly organizes various departments
to identify hazard sources, classify risk levels and carry out rectification.

olo]l\o Sunny Opotech works out the Policy on Safety Production Training ( (&%
HEEFIFIE) ) toregulate the management of internal safety production
education and training.

During the Reporting Period, Sunny Automotive Optech updated the
Occupational Health Management Regulations ( (B EEFEEIERTE) )
to enhance the configuration and daily management of first-aid kits and
eyewash devices as well as the ratio of first-aid personnel, to further see
that employees can receive timely treatment in emergency situations.

During the Reporting Period, Sunny Opotech completed the construction of an online platform for risk pre-control. The
platform covers three levels of risk identification and management, hazardous operation approval, and environmental
and occupational health and safety (“EHS") incident handling. We clarify the responsibility for the management of
potential hazards, implemented on-site safety supervision and strengthened the root cause analysis of EHS incidents. By
making these efforts, we further consolidate the safety responsibilities of personnel at all levels, strengthen the safety
supervision of each production link and help relevant personnel develop an awareness of safety production management.
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The Group also launches safety training to standardize the safety production process and prevent and reduce the
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occurrence of safety incidents.

Production Safety Month

June 2022 was the 21 national production safety month themed “observing the production
safety law, being the first responsible person”. Our office launched a range of activities
around this theme, including public lectures on safety production, special training on first
aid, educational activities on typical accidents, safety training covering all employees, and
investigation and management of potential safety hazards.

We also launched an online prize quiz on safety knowledge and received a total of 26,324
answer sheets with an average score of 72.3. During the safety month activities, we received a
total of 34 production safety video submissions from our employees, of which 14 outstanding
entries were uploaded to the “Sunny Family” WeChat video account and were broadcasted

27,969 times. This mirrors the high participation of employees.

First-aid Special Training

Empowering Safe Production
in Indian Factory and Vietnamese Factory

During the Reporting Period, Sunny Opotech found a large number of discrepancies and low data completeness in
reviewing the results of the internal audit of safety production in Indian factories. The environmental management
division of Sunny Opotech conducted online training and combined with Occupational Health and Safety
Management System ISO 45001 standard provisions to improve the relevant personnel guidance.

During the Reporting Period, Sunny Opotech found that there was a lack of safety management connection with
the Vietnamese factory, and the Vietnamese factory safety supervision was lax. In view of these situations, Sunny
Opotech invited the full-time safety staff of the Vietnamese factory to the Yuyao factory for training and learning,
and actively conducted online communication meetings with the Vietnamese factory. Through the potential
trouble screening and management, the Company cooperated with the Viethamese employees to organize
the potential trouble screening and assessment, and helped the Vietnamese factory to identify and reduce the
potential safety production risks. At the same time to assist Vietnam factory to complete Occupational Health
and Safety Management System I1SO 45001 and Environmental Management System ISO 14001 certification.
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Fire Safety Management

The Group recognizes that fire is the biggest potential safety hazard in the operation process. In terms of fire safety,
the Group requires that:

Employees should receive a three-level safety training. Fire evacuation drills
and fire extinguisher operation exercises should be conducted annually;
Monthly safety inspections on the production areas and spot inspections
on employees' safety knowledge should be carried out;

Fire extinguishers are checked monthly to ensure that the equipment
should be used normally;

A mini fire station should be set up and designated personnel should be
on 24-hour duty.

In addition, the Group conducts fire prevention month activities regularly to popularize fire prevention knowledge and
improve fire prevention skills of all employees to reduce the risk of fire.

Fire Prevention Month

Every November is the month for publicizing fire prevention
nationwide. The theme of the month in 2022 is “ensuring fire safety,
ensuring high-quality development”. In order to further promote
fire safety, the Group sets up an activity leadership group consisting
of the Trade Union and office of the Company, the trade union of
each subsidiary and the persons in charge of the competent safety
department. The group is responsible for the organization, planning
and promotion of the relevant activities as well as the investigation
of potential fire hazards.

By making full use of publicity channels such as bulletin boards,
banners, WeChat official account and WeChat video account, we
publicize basic firefighting knowledge and organize all employees to
learn basic knowledge and skills of fire prevention, firefighting and Fire Prevention Month
escape to foster an atmosphere of common concern for fire safety. In
addition, we carry out a comprehensive investigation of fire hazards,
timely analyze and rectify the discovered fire hazards, and further
improve the Group’s emergency plan and emergency mechanism, to
enhance the fire prevention safety management level of the Group.
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Chemical Safety Management

The Group manages and controls substances with hazardous characteristics or listed in the Catalogue of Hazardous
Chemicals ( Gt Z 5 BEE) ) of China. Four subsidiaries have formulated relevant regulations on hazardous
chemicals management, which will be updated according to the actual business operation and the requirements of
relevant laws and regulations. We have clarified the specific responsibilities of each department in each process in
order to standardize the procurement, transportation, storage, use, and disposal of chemicals and prevented adverse
effects of chemicals on personnel and environment. During the Reporting Period, Sunny Opotech updated the Policy
on Intermediate Warehouse Management of Chemicals ( {{t 2R EEEEEFIE) ), adding spot inspection and
maintenance requirements for electrostatic discharge devices, eye washers, and emergency supplies to further ensure
safe chemical management, to mitigate further damage to employees’ health by hazardous substances in emergency
situations. In addition, we formulated the Emergency Plan on Chemical Leakage ( (¢ &BRERTEZR) ) to enable
employees to take the most effective methods to rescue trapped persons and goods, minimize leakage as well as
economic losses, and ensure personnel safety in case of oil and hazardous chemicals leakage.

Hazardous Chemicals Management and Control Process:

The department applying for procurement shall fill in the Chemical Purchase Application Form according to the
- needs;

The procurement personnel shall make unified procurement, and confirm the chemicals' information and
management requirements, including quality certificate, MSDS, hazard and warning signs, production date and
other safety information;

]

@ When loading, unloading or transporting them, handle them gently to prevent hitting, dragging or dumping;

Check whether the packaging and labeling of chemicals meet the requirements during the acceptance inspection,
/" and register them in the inventory after confirming that they are qualified;

The storage areas or containers of hazardous chemicals shall be posted with labels, and shall meet the
@ requirements on the prevention of fire, explosion, static electricity, lightning and leakage and shall be managed
by professional technicians; no one shall enter the warehouses at will without the consent of the storekeeper;

[ ]
v= The chemical requisitioner shall issue a material requisition, and the chemicals to be requisitioned shall be used in
M one day and night at most, and the warehouse keeper shall issue the chemicals based on the material requisition;
®

The containers of chemicals after use must be placed in the designated place, and then classified according to the

Personnel using hazardous chemicals shall receive relevant training and wear protective equipment as required.
regulations and handed over to the relevant qualified parties for disposal;

£ \/ Dangerous chemicals beyond the expiration date or sluggish materials caused by other reasons shall be replaced,
..  sold, scrapped and processed otherwise in not more than 45 days.
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We have been committed to reducing the incidence of safety accidents through material replacement. During the
Reporting Period, Sunny Optical Intelligence (Yuyao) has reduced the use of flammable chemicals by replacing ethanol
with a non-combustible solution.

Emergency Drill for Hazardous Chemical Leakage

In October 2022, Sunny Opotech organized an emergency drill for hazardous chemical leakage, with the
participation by chemical warehouse managers, transporters and members of the emergency leadership
group. The drill simulated a situation where employees found ethanol leakage but failed to deal with them
in time. The emergency leadership group started emergency rescue after receiving an alarm call from the
site personnel. Specifically, the emergency leadership group contained/adsorbed the leaked chemicals with
fire sand. After the drill, each team leader summarized the work and provided feedback on the problems, to
better the subsequent emergency rescue.

Occupational Disease Prevention

%%// The Group commits to

Providing a healthy and safe working environment for employees and distributing
protection equipment and supplies, such as dust masks and protective gloves, as per
requirements;

Conducting annual occupational health examination for employees who work at positions
that are exposed to occupational disease hazards according to the requirements of relevant
national regulations on the prevention and control of occupational diseases.
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Through on-site investigation and identification, the occupational hazard factors involved in the workplace of the Group
are mainly noise and chemicals. Therefore, we have mapped out the Management of Occupational Health Monitoring
Policy ( (EEMRBEEEEIEHIE) ) that specifies the work of the occupational health management of the Group from
diagnosis and management of occupational diseases, reporting of occupational diseases and alarming and notification
of hazards of occupational diseases, in order to prevent occupational diseases to the largest extent. Among them, the
Group conducts health examination for new employees, on-the-job and off-the-job employees involved in the operation
of occupational hazard factors and special operators with special health requirements. The Group has established the
list of annual health checkup results and employees’ occupational disease health records for workers exposed to toxic
and hazardous chemicals and entrusted professional agencies to regularly detect and evaluate occupational disease
hazard factors in the workplaces of four subsidiaries. We also supervise employees of relevant positions in implementing
protective measures. In addition, the Group reduces employees’ exposure to occupational hazard factors through
production process optimization. During the Reporting Period, Sunny Zhejiang Optics will optimize the process of
lens dust removal and make automatic dust removal machine to avoid the noise damage caused by lens dust removal.
During the Reporting Period, both the noise intensity and chemicals concentration exposed to the positions involving
occupational hazard factors of the Group met the requirements.

In the routine work, we
have implemented a
series of measures to .
protect employees against p
by occupational diseases,
including but not limited
to:

Issuing notification on occupational disease and posting
.7 occupational disease safety signs and labels at striking places;

Conducting safety training on occupational diseases to
enhance awareness of employees on prevention;

Adjusting the layout of areas involving occupational hazard
factors and taking appropriate ventilation and isolation
measures;

Maintaining the operation of the prevention equipment of
occupational disease and enhancing routine supervision and
inspection; and

Making technological modifications on certain original
processes involving toxic and harmful chemicals to get rid of
or replace such substances.

As at the end of the Reporting Period, the Group had a total of approximately 1,535.6 working days lost due to work-
related injuries. The numbers of work-related fatality in recent three years are as follows:

Number of work-related fatality 0 0 2

Rate of work-related fatality (Note) 0 0 0.0008%

Y

-_— v

-_— v

-V D Note °

Rate of work-related fatalities = Number of work-related fatalities/Total number of employees * 100.0%.
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Adhering to the corporate citizenship spirit of “from society and for society”, the Group has been actively devoted in the
community investment in the areas of education, poverty alleviation, environmental protection, social charity and other
fields to carry out various public welfare undertakings, and encourages employees to give back to society with practical
actions. In June 2022, the Group formally established the Federation of Voluntary Services (X EEBRF5H & &) to promote
the quality development of the Group’s voluntary service organizations, further institutionalize and regularize voluntary
services and to standardize the management of volunteer teams. We have established a star recognition system and
a point reward system for volunteers. We recognize volunteers in terms of service hours and convert their points. We
commend excellent volunteer teams every year, and the points can be redeemed for corresponding gifts once a year.

During the Reporting Period, the Group’s involvement in public welfare activities is as follows:

& © > 15

Employees . Amount Persons
participated I/l 2 EEEEE devoted benefited
of over

More than 3,712 ofover3,873 hours RMB1,188,226 More than 515,622

During the Reporting Period, details of the Group’s donations are as follows:

Type of donation Project Amount (RMB)
Shaanxi University of Science & Technology Grant 50,000.0
V );i';niTiecihr:o;ogji;aliuin;/eirsiit; (;p;o;lgc;r;n;cb;s;g; Eo;n:oeititiioin 7777777777 ;0;)(;06 7
’ Ejh;r:g;h;r; L;n;v;r;it;/ ;f;c;e;c; ;nidirt;cr:n:)lgg;y;a:naeirn;ciPl;evier:ti:)r: 777777777777
Donation 100,000.0
» I:|a7rb7in7U7ni:/e7rsi7tyi o:‘ Sjci;:r;c; ;n;j 'Ii'e;hinc;loig; gc;o]a;s;ig 7777777777777 570,70070;) 7
| Wuhan University of Technology Event Sponsorship | 50,0000
Support for V ghiejiiar;giuini:/eirsiityiPihc;t(;eliecitr;ciD;siig; Eo;;gti;i;n}o; &ajci;nglicgllggiei | 71 (; 0;) (;O;) 7
education I ?tlidfrlts 7777777777777777777777777777777777777777777
Career Planning Competition of Zhejiang University of Technology 50,000.0
| China Jiliang University Photoclectric Design Competition | 50,0000
| China Jiliang University Career Planning Competition | 50,0000
| Ningbo University Career Competiton | 1000000
' Ningbo University of Technology Mock Job-hunting Competition | 50,0000
Yuyao Charity Federation Donation | 1200000
Poverty alleviation | Sponsorship Fee of Yuyao Human Resources Association 5,000.0
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Support for Education

//

Adhering to the development philosophy of “support for education is synonymous with \\
support for the enterprise itself”, we pay continuous attention to education development

and talent cultivation, and actively undertake responsibilities of the enterprise in the

education. We have established long-term talent cooperation with Zhejiang University,

Xi ‘an Jiaotong University, Changchun University of Science and Technology, University

of Rochester, University of Arizona and other universities, actively carried out research

cooperation and technical exchange activities, jointly constructed employment base and

further deepened bilateral cooperation.

. Activities oflntroducing
Science and Technology to Campus
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Public Welfare and
Voluntary Service

While creating value, we devote ourselves to voluntary service
activities with full enthusiasm and take this as the main entry point
to promote the spirit of volunteerism and corporate culture, build
a harmonious enterprise and fulfil our mission.

‘4\\( ‘e\( P\( \d (eS“‘ tg Se‘\l\(,e

Visiting Elderly People Living Alone

2022 Environmental, Social and Governance Report

In 2022, the Group continued to promote
voluntary services and organized volunteer
activities such as "fighting against epidemics",
helping the needy, visiting elderly homes,
helping students and planting trees for the
environment. In 2022, the Group continued
to carry out volunteer activities and organized
voluntary caring activities such as services
to "fight against the pandemic', support for
needy people, visiting elderly homes, helping
students and planting trees for environmental
protection.

In addition, the Group organized the 12t
voluntary blood donation activity, and a total
of 420 employees donated around 130,000.0
millilitres of blood.

!
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The Group is fully aware of the importance of protecting the community environment. During
the Reporting Period, we conducted a series of public welfare activities for environmental
protection, publicized the concept of environmental protection with practical actions,

protected the environment with sincerity and joined all sectors in society to build a green
homeland together.

River Patrol and River Protection
Volunteer Service Activity
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Appendix I: Independent Practitioner’s Limited
Assurance Report

To the Board of Directors of Sunny Optical Technology (Group)
Company Limited:

We have been engaged by Sunny Optical Technology (Group) Company Limited (the “Sunny Optical Technology”) to
perform a limited assurance engagement in relation to certain greenhouse gas (the “GHG") emissions intensity data
included inits 2022 Environmental, Social and Governance (the “ESG”") Report and selected by Sunny Optical Technology.

Subject Matter for Limited Assurance

We performed a limited level of assurance engagement in below specific information included in 2022 ESG Report:

Scopes 1 and 2 GHG emissions intensity data, covering the four main subsidiaries of Sunny Optical Technology
(i.e. Zhejiang Sunny Optics Co., Ltd., Ningbo Sunny Opotech Co., Ltd., Ningbo Sunny Automotive Optech Co.,
Ltd., and Yuyao Sunny Optical Intelligence Technology Co., Ltd.)

The limited assurance targeted the Scopes 1 and 2 GHG emissions intensity data in the 2022 ESG Report as stated above
and did not cover any other indicators or information disclosed in ESG Report in 2022 and previous years.

The Subject Reporting Standards

The Scopes 1 and 2 GHG emissions intensity data in the 2022 ESG Report were prepared in accordance with Environmental,
Social and Governance Reporting Guidelines (Appendix 27 of Listing Rules) issued by The Stock Exchange of Hong Kong
Limited (the “Reporting Standards”).

Responsibilities of those Charged with Governance and
Management of Sunny Optical Technology

It is the Sunny Optical Technology management’s responsibility to determine appropriate reporting standard and
prepare the Scopes 1 and 2 GHG emissions intensity data in the 2022 ESG report in accordance with the Reporting
Standards. Its responsibility shall include design, implementation and maintenance of internal control system relevant
to the preparation of the Scopes 1 and 2 GHG emissions intensity data, so as to prevent material misstatement due to
fraud or error.

Those charge with governance of Sunny Optical Technology is responsible for overseeing Sunny Optical Technology’s
ESG reporting process.
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Our Independence and Quality Management

We have complied with the independence and other ethical requirements of the Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board of Accountants, which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality, and professional behavior.

Our firm applies International Standard on Quality Control 1, “Quality Control for Firms that Perform Audits and
Reviews of Financial Statements, and Other Assurance and Related Services Engagements”, and accordingly, maintains
a comprehensive system of quality control including documented policies and procedures regarding compliance with
ethical requirements, professional standards as well as applicable legal and regulatory requirements.

Our Responsibilities

Our responsibility is to perform assurance in accordance with the provisions of the International Standards on Assurance
Engagements 3410 - “Assurance Engagements on Greenhouse Gas Statements”. We prepared and published assurance
conclusions with limited assurance on whether the Scopes 1 and 2 GHG emissions intensity data in the 2022 ESG Report
have been disclosed in all material respects in accordance with the Reporting Standards.

Assurance Approach

As the nature and timing of the procedures implemented by limited assurance are different from and less extensive
than the reasonable assurance, limited assurance obtains a lower degree of assurance than the reasonable assurance.
We do not provide reasonable assurance that the Scopes 1 and 2 GHG emissions intensity data in the 2022 ESG Report
were disclosed in all material respects in accordance with the Reporting Standards. The assurance included identifying
areas where the Scopes 1 and 2 GHG emissions intensity data may be materially misstated in the ESG Report, designing
and implementing assurance procedures to address these identified areas, and obtaining evidence accordingly. The
assurance procedures we carried out depend on our professional judgment and assessment of the risks of assurance.

Procedures of assurance:

. Interview Sunny Optical Technology’s manager and staff responsible for information collection, consolidation
and disclosure of the Scopes 1 and 2 GHG emissions intensity data to understand the process of reporting;

. Sample testing relevant supporting documents;
. Performing analytical procedures; and
. Recalculations.
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Limitations of Assurance

We draw the attention of users to the fact that there is no universally accepted system of evaluation and measurement
standards for non-financial information, which may affect the comparability of relevant data between companies.

Conclusions

Based on the above work performed, nothing has come to our attention that would lead us to believe that there is any
material misstatement related to the Scopes 1 and 2 GHG emissions intensity data in Sunny Optical Technology’s 2022
ESG Report prepared in accordance with reference to the standards.

Use of Independent Limited Assurance Report

This independent limited assurance report is solely for the purpose of preparing the Sunny Optical Technology’s 2022
ESG Report, and is not suitable and cannot be used for any other purposes. We do not assume responsibility or accept
liability to any other person or third party other than Sunny Optical Technology’s board of directors for this report.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong

20 April 2023
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Appendix Il: Environmental, Social and
Governance Reporting Guide Comparison Table

Aspects and KPIs Description Title of chapter

A. Environmental

A1. Emissions
Information on:
General (a) the policies; and
. (b) compliance with relevant laws and regulations that have a significant impact on the issuer
Disclosure . . L . . .
relating to air and greenhouse gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste.
KPI A1.1 The types of emissions and respective emissions data.
Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in tonnes) and, where
KPI A1.2 o ) . : 0 Green
appropriate, intensity (e.g. per unit of production volume, per facility). _
KPIAT3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per unit of Operation
' production volume, per facility).
KPI A1 4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per unit of
' production volume, per facility).
KPIA1.5 Description of emissions target(s) set, and steps taken to achieve them.
Description of how hazardous and non-hazardous wastes are handled, and a description of reduction
KPI A1.6 )
target(s) set and steps taken to achieve them.

A2. Use of Resources

General Policies on the efficient use of resources, including energy, water, and other raw materials.
Disclosure

Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in total (kWh in '000s)

KPLA21 and intensity (e.g. per unit of production volume, per facility).

KPI A2.2 Water consumption in total and intensity (e.g. per unit of production volume, per facility). Green
KPI A2.3 Description of energy use efficiency target(s) set, and steps taken to achieve them. Operation
Description of whether there is any issue in sourcing water that is fit for purpose, water efficiency

KPI A2.4 .
target(s) set, and steps taken to achieve them.
KPI A2S Total packaging material used for finished products (in tonnes) and, if applicable, with reference to

per unit produced.

A3. The Environment and Natural Resources

General Policies on minimizing the issuer's significant impacts on the environment and natural resources.
Disclosure Green
KPI A3.1 Description of the significant impacts of activities on the environment and natural resources and the Operation

actions taken to manage them.

A4, Climate Change

General Policies on identification and mitigation of significant climate-related issues which have impacted,
Disclosure and those which may impact, the issuer. Green
KPI Ad.1 Description of the significant climate-related issues which have impacted, and those which may Operation

impact, the issuer, and the actions taken to manage them.
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Aspects and KPIs Description Title of chapter

B. Social

Employment and Labor Practices

B1. Employment

Information on:
General (a) the policies; and
Disclosure (b) compliance with relevant laws and regulations that have a significant impact on the issuer
relating to compensation and dismissal, recruitment, and promotion, working hours, rest periods, Talent
equal opportunity, diversity, anti-discrimination, and other benefits and welfare. Management
KPIB11 Total workforce by gender, employment type (for example, full- or part-time), age group and
) geographical region.
KPIB1.2 Employee turnover rate by gender, age group and geographical region.
B2. Health and Safety
Information on:
General (@) the policies; and
. (b) compliance with relevant laws and regulations that have a significant impact on the issuer
Disclosure . - . ) . .
relating to providing a safe working environment and protecting employees from occupational
hazards. Talent
KPIB2.1 Number and rate of work-related fatalities occurred in each of the past three years including the Management
) reporting year.
KPIB2.2 Lost days due to work injury.
KPIB23 Description of occupational health and safety measures adopted, and how they are implemented and
’ monitored.
B3. Development and Training
General Policies on improving employees' knowledge and skills for discharging duties at work. Description of
Disclosure training activities.
The percentage of employees trained by gender and employee category (e.g. senior management, Talent
KPI B3.1 . Management
middle management).
KPI B3.2 The average training hours completed per employee by gender and employee category.
B4. Labor Standards
Information on:
General (a) the policies; and
Disclosure (b) compliance with relevant laws and regulations that have a significant impact on the issuer Talent
relating to preventing child and forced labor. Management
KPI B4.1 Description of measures to review employment practices to avoid child and forced labor.
KPI B4.2 Description of steps taken to eliminate such practices when discovered.
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Aspects and KPIs Description Title of chapter

Operating Practices

B5. Supply Chain Management

General Policies on managing environmental and social risks of the supply chain.

Disclosure

KPI B5.1 Number of suppliers by geographical regions.

KPI B5.2 Delscrlptlon of practices relating to engaging suppliers, numbgr of suppliers where the practices are Supply Chain
being implemented, and how they are implemented and monitored. Management
Description of practices used to identify environmental and social risks along the supply chain, and

KPI B5.3 ; ;
how they are implemented and monitored.

KPI B5.4 Description of practices used to promote environmentally preferable products and services when

selecting suppliers, and how they are implemented and monitored.

B6. Product Responsibility

Information on:
(@) the policies; and

gg;féire (b) compliance with relevant laws and regulations that have a significant impact on the issuer
relating to health and safety, advertising, labelling, and privacy matters relating to products and
services provided and methods of redress.
KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety and health reasons. Product Liability
KPI B6.2 Number of products and service related complaints received and how they are dealt with.
KPI B6.3 Description of practices relating to observing and protecting intellectual property rights.
KPI B6.4 Description of quality assurance process and recall procedures.
KPI B6.5 Description of consumer data protection and privacy policies, and how they are implemented and

monitored.

B7. Anti-corruption

Information on:

General (@) the policies; and
Disclosure (b) compliance with relevant laws and regulations that have a significant impact on the issuer
relating to bribery, extortion, fraud, and money laundering.
KPI B7.1 Number of concluded legal cases regarding corrupt practices brought against the issuer or its Corporate
) employees during the Reporting Period and the outcomes of the cases. Governance
KPIB7.2 Description of preventive measures and whistle-blowing procedures, and how they are implemented
' and monitored.
KPI B7.3 Description of anti-corruption training provided to directors and staff.
B8. Community Investment
General Policies on community engagement to understand the needs of the communities where the issuer
Disclosure operates and to ensure its activities take into consideration the communities' interests. )
I . . mmuni
Focus areas of contribution (e.g. education, environmental concerns, labor needs, health, culture, Community
KPI B8.1 Welfare
sport).
KPI B8.2 Resources contributed (e.g. money or time) to the focus area.
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