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ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO
THE DIRECTORS OF HESAI GROUP, CHINA INTERNATIONAL CAPITAL
CORPORATION HONG KONG SECURITIES LIMITED, GUOTAI JUNAN
CAPITAL LIMITED, AND CMB INTERNATIONAL CAPITAL LIMITED

Introduction

We report on the historical financial information of Hesai Group (the “Company™) and its
subsidiaries (together, the “Group™) set out on pages [-4 to [-63, which comprises the
consolidated balance sheets of the Group as of December 31, 2022, 2023 and 2024 and March
31, 2025, the balance sheets of the Company as of December 31, 2022, 2023 and 2024 and
March 31, 2025, and the related consolidated statements of operations and comprehensive (loss)
income, changes in shareholders’ (deficit) equity, and cash flows for each of the three years
ended December 31, 2024 and the three months ended March 31, 2025 (the “Track Record
Period”) and a summary of significant accounting polices and other explanatory information
(together, the “Historical Financial Information™). The Historical Financial Information set out
on pages [-4 to [-63 forms an integral part of this report, which has been prepared for inclusion
in the prospectus of the Company dated September 8, 2025 (the “Prospectus™) in connection
with the initial listing of shares of the Company on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange™).

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of the Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 3 to the Historical Financial Information, and for such internal
control as the directors of the Company determine is necessary to enable the preparation of the
Historical Financial Information that is free from material misstatement, whether due to fraud
or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report
our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 “Accountants’ Reports on Historical
Financial Information in Investment Circulars” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”). This standard requires that we comply with ethical
standards and plan and perform our work to obtain reasonable assurance about whether the
Historical Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement
of the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance
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with the basis of preparation and presentation set out in Note 3 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors of the Company, as well as
evaluating the overall presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountants’
report, a true and fair view of the Group’s and the Company’s financial position as of December
31, 2022, 2023 and 2024 and March 31, 2025, and of the Group’s financial performance and
cash flows for the Track Record Period in accordance with the basis of preparation and
presentation set out in Note 3 to the Historical Financial Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Group which
comprises the consolidated statements of operations and comprehensive loss, changes in
shareholders’ equity, and cash flows for the three months ended March 31, 2024 and other
explanatory information (the “Stub Period Comparative Financial Information™). The directors
of the Company are responsible for the preparation of the Stub Period Comparative Financial
Information in accordance with the basis of preparation and presentation set out in Note 3 to
the Historical Financial Information. Our responsibility is to express a conclusion on the Stub
Period Comparative Financial Information based on our review. We conducted our review in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity™ issued by the
HKICPA. A review consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Hong Kong Standards
on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion. Based on our review, nothing has come to our attention that causes
us to believe that the Stub Period Comparative Financial Information, for the purposes of the
accountants’ report, is not prepared, in all material respects, in accordance with the basis of
preparation and presentation set out in Note 3 to the Historical Financial Information.

Report on matters under the Rules Governing the Listing of Securities on the Stock
Exchange and the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjusiments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page I-4 have been made.



Dividends

We refer to Note 35 to the Historical Financial Information which states that no dividend was
declared or paid by the Company in respect of the Track Record Period.

D@ (kT Toude "o e dn

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

September §, 2025



APPENDIX I ACCOUNTANTS’ REPORT

HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The Historical Financial Information in this report was prepared- based on previously
issued consolidated financial statements of the Group for the Track Record Period (together,
the “Underlying Financial Statements”™), after making additional disclosures for the purpose of
this report. The previously issued consolidated financial statements have been prepared in
accordance with the accounting policies which conform with accounting principles generally
accepted in the United States of America (“U.S. GAAP”) and were audited by Deloitte Touche
Tohmatsu Certified Public Accountants LLP (the “DTT”), in accordance with the standards of
the Public Company Accounting Oversight Board (United States).

The Historical Financial Information is presented in Renminbi (“RMB”} and all values
are rounded to the nearest thousand (RMB’000) except when otherwise indicated. Translations
of balances in the consolidated balance sheet, the balance sheet of the Company, consolidated
statement of operations and comprehensive (loss) income and conselidated statement of cash
flows from RMB into United States Dollars (“US$") as of and for the three months ended
March 31, 2025, are solely for the convenience of the readers as described in Note 3.2,
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APPENDIX I

ACCOUNTANTS’ REPORT

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2022, 2023 AND 2024 AND MARCH 31, 2025
(Amounts in thousands, except share and per share data and otherwise noted)

ASSETS

Current assets:
Cash and cash equivalents. . . ... ...
Restricted cash. . . .............
Short-term investments. . .. ... ....
Notes receivable . . . ......... ...
Accounts receivable, net (net of
allowance of RMB6,249,
RMB49,132, RMB54,972 and
RMB52,241 as of December 31,
2022, 2023 and 2024, and
March 31, 2025, respectively) . . . ..
Contract assets, net (net of allowance of
RMB459, RMB122, RMB9,901 and
RMB9,901 as of December 31, 2022,
2023 and 2024, and
March 31, 2025, respectively) . . . . .
Amounts due from related parties . . . .
Inventories . .................
Prepayments and other current assets,
111

Total current assets. . . ...........
Non-current assets:

Property and equipment, net. . . ... ..
Intangible assets, net . ... ........
Land-use rights, net. . ...........
Goodwill . ... ... ... ... ...
Long-term investments . . . ........
Operating lease right-of-use assets. . . .
Other non-current assets . . . ... ....

Total non-current assets. . . ... .....
TOTAL ASSETS. . ..............

LIABILITIES, MEZZANINE EQUITY
AND SHAREHOLDERS’ (DEFICIT)
EQUITY

Current liabilities:

Short-term borrowings . .. . ... ....
Notes payable . ...............
Accounts payable . .. ... .......
Centract liabilities. . .. ........ ..
Amounts due {o related parties . . . . . .
Accrued warranty liability. . .. ... ..
Accrued expenses and other current
liabilities . . . ... ... ... L

Total corrent liabilities ... ...... ..

Notes

25(b)

9
11
i2

18
13

14
15
16

25(c)

17

As of December 31,

As of March 31,

2022 2023 2024 2025
RMB RMB RMB RMB Uss
913,277 1,554,583 2,838,966 2,826,605 389,517
- 3541 3594 3,589 495
045,865 1,586,005 362,195 30482 4,201
- ~ !4 059 2836
485,044 524818 765027  957.644 131,967
12,600 19,688 9909 9,909 1365
5020 5015 5039 5,036 694
646,852 495877 482,137 489974 67,520
126452 208,082 193448 212,088 29,227
3,135,111 4,397,609 4,682,656 4,555,906 627,822
504,953 871,611 944218 980286 135,087
20,600 78,730 76554 79,763 10,992
41,606 40,743 39879 39,663 5,466
3,823 - - - -
31,856 31,811 31,798 31787 4,380
44349 151871 114260 81928 11,290
57,008 90,168 100246 58,049 7,999
704,285 1,264,934 1306955 1271476 175,214
3,839,396 5,662,543 5,989,611 5827,382 803,036
~ 111,682 345253 280266 38,622
- 7255 10,096 53982 7439
206,681 269439 345011 346867 47,800
40378 79925 3299 26978 3,718
3134283 340051 335253 5335 733
17,694 28425 43,607 48,180 6,639
356,502 498324 516,726 360,743 49,712
955,538 1,335,101 1,628,940 1,122,351 154,665




APPENDIX I ACCOUNTANTS’ REPORT

As of December 31, As of March 31,
Notes 2022 2023 2024 2025
RMB RMB RMB RMB Uss
Non-current liabilities

Deferred tax liabilities ........... 23 439 - - - -
Operating lease liabilities . . . ... ... 18 10,139 119413 98,370 69,796 9,618
Long-term borrowings . .. ... ... .. 4 18,472 285,808 269438 300,288 41,381
Other non-current liabilities, . . . .. .. 13,075 59,813 61,132 57,813 7,967
Total non-current lizbilities . ....... 42,125 465,124 428,940 427,897 58,966
TOTAL LIABILITIES . . .. ... ..... 997,663 1,800,225 2,057,880 1,550,248 213,631

Commitments and contingencies 29
Mezzanine equity
Redeemable shares (US$0.0001 par
value, 54,551,513, nil, nii and nil
shares issued and ougstanding as of
December 31, 2022, 2023 and 2024,
and March 31, 2025, respectively) . . 19 5,986,910 - - - -

Shareholders’ (deficit) equity

Class A Ordinary Shares (US$0.000]
par velue, 35,000,600, 50,000,000,
50,000,000 and 50,000,000 shares
authorized, 30,033,379, 30,033,379,
30,015,905 and 26,998,861 shares
issued and outstanding as of
December 31, 2022, 2023 and 2024,
and March 31, 2025, respectively) . . 20 19 9 19 17 2

Class B Ocdinary Shares (US$0.0001
par value, 150,000,000, 900,000,000,
900,000,000 and 900,000,000 shares
authorized, 30,949,701, 99,626,332,
101,143,806 and 106,660,850 shares
issued, 30,949,701, 96,995,110,
101,143,806 and 105,155,743 shares
outstanding as of December 31, 2022,
2023 and 2024, and March 31, 2025,

respectively). .. ... ... ... 20 20 67 70 73 [1
Additional paid-in capital . .. ... ... - 7423862 7577013 7615445 1,049436
Subscription receivables . . .. ... ... (310,227)  (292,721) (292,721) - -
Accumulated other comprehensive

{loss) income . . ............. (3,608) 38,440 56,975 88,873 12,247
Accumulated deficit. ., .. ..., ... (2,831,381) (3,307,349) (3,409,725) (3,427,274) (472,291}

TOTAL SHAREHOLDERS® (DEFICIT)
EQUITY ........... ... ...... (3,145177) 3,862,318 3,931,731 4,277,134 589,405

TOTAL LIABILITIES, MEZZANINE
EQUITY AND SHAREHOLDERS’
(DEFICIT) EQUITY. . .. ........ 3,839,396 5,662,543 5,989,611 5,827,382 803,036
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APPENDIX I

ACCOUNTANTS’ REPORT

BALANCE SHEETS OF THE COMPANY
AS OF DECEMBER 31, 2022, 2023 AND 2024 AND MARCH 31, 2025
(Amounts in thousands, except share and per share data and otherwise noted)

ASSETS

Cash and cash equivalents . . . .. ..
Short-term investments . . . ... ...
Prepayments and other current

assets .. e
Investments in subsidiaries. . . .. ..
Property and equipment, net. . . . ..

TOTALASSETS . . ............

LIABILITIES, MEZZANINE

EQUITY AND SHAREHOLDERS’

(DEFICIT) EQUITY

Amounts due to subsidiaries . . . . . .

Accrued expenses and other current
liabilities . ...............

TOTAL LIABILITIES . .........

Mezzanine equity

Redeemable shares (US$0.0001 par
value, 54,551,513, zil, nil and nil
shares issued and outstanding as of
December 31, 2022, 2023 and
2024, and March 31, 2025,
respectively) . . ... ... ... ..

Shareholders’ {deficit) equity

Class A Ordinary Shares (US$0.0001
par value, 35,000,000, 50,000,000,
50,000,000 and 50,000,000 shares
authorized, 30,033,379,
30,033,379, 30,015,905 and
26,998,861 shares issved and
outstanding as of December 31,
2022, 2023 and 2024, and
March 31, 2025, respectively) . . .

Notes

3.2

19

20

As of December 31,

As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB Uss
35,411 363,778 1,056,383 1,323,564 182,392
- 381,962 - - -
1,041 3,005 4,100 2,244 309
2,806,201 2,929,800 2,915,337 2,993,763 412,552
7 5 - - -
2,842,660 3,883,550 3,975,820 4,319,571 595,253
- 14,024 . 8,997 5,335 735
927 7,208 35,092 37,102 5,113
927 21,232 44,089 42,437 5,848
5,986,910 - - - -
19 19 19 17 2

. i
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As of December 31, As of March 31,

Notes 2022 2023 2024 2025

RMB RMB RMB RMB Uss

Class B Ordinary Shares (US$0.0001

par value, 150,000,000,

900,000,000, 500,000,000 and

900,000,000 shares authorized,

30,949,701, 99,626,332,

101,143,806 and 106,660,850

shares issued, 30,949,701,

96,995,110, 101,143,306 and

105,155,743 shares outstanding as

of December 31, 2022, 2023 and

2024, and March 31, 2025,

respectively) . . ........ . ... 20 20 67 70 73 1
Additional paid-in capital. . ... ... - 7423862 7577113 7615445 1,049,436
Subscription receivables . .. ... .. (310,227)  (292,721)  (292,721) - -
Accumulated other comprehensive

(loss) income. . .. .......... {3,608) 38,440 56,975 88,873 12,247
Accumulated deficit . . ...... ... (2,831,380 (3,307,349 (3,409,725) (3,427,274) (472,291)

TOTAL SHAREHOLDERS’
(DEFICIT) EQUITY . . . ... ..., {3,145,177) 3,862,318 3,931,731 4,277,134 589,405

TOTAL LIABILITIES, MEZZANINE
EQUITY AND SHAREHOLDERS’
{DEFICIT) EQUITY . . .. .. .. .. 2,842,660 3,883,550 3,975,820 4,319,571 595,253
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APPENDIX I

ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE
(LOSS) INCOME FOR THE YEARS ENDED DECEMBER 31, 2022, 2023 AND 2024
AND THREE MONTHS ENDED MARCH 31, 2024 AND 2025
(Amounts in thousands, except share and per share data and otherwise noted)

Notes

Net revenues . . ... ... 21
Cost of revenues . . . . .

Gross profit. . ... . ...
Operating expenses:
Sales and marketing
EXpENses . . ... ...
General and
administrative
BXPEISES . ... ...
Research and
development
exXpenses . . . . .. ..
Other operating income,
met. ........... 22

Total sperating expenses .

Loss from operations . . .
Inierest income. . . . . .
Interest expenses. . . . .
Foreign exchange gain

(loss), met. . ... . ..
Other (loss) income, net.

Net loss before income
tax and share of loss in
equity method
investments. . .. .. ..
Income tax benefit
{expenses) . ... ... 23
Share of less in equity
method investment . .

Netloss ...........
Deemed dividend. . . . .

Net loss attributable to
ordinary shareholders
of the Company . . . ..

Net loss per share:
Basic and diluted. . . . . 26
Weighted average shares
used in calculating net
loss per share:
Basic and diluted. . . .. 26
Netloss ...........
Other comprehensive
(loss) income, net of
tax of nil:
Foreign currency
translation
adjustments. . . .. ..

Comprehensive (loss)
income, net of tax of
mil . ... .

For the year ended

December 31, Three months ended March 31,

2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB Us$
{unaudited)

1,202,670 1,876,989 2,077,157 359,120 525,302 72,389
(730,683) (1,215,611} (1,192,572)  (219,898)  (306,067) (42,177
471,987 661,378 884,585 139,222 219,235 30,212
(104,335) (148,798}  (193,032) (41,964} (50,546) {6,965)
(201,007) (320,144}  (316,913) (68,767) (54,087 (7,433}
(555,179)  (790,547)  (855,641) (194,402}  (183,306) (25,260)

10,817 26,520 276,093 27,456 35,256 4,358
(850,204) (1,232,969 (1,089493) (277,677}  (252,683) (34,820
(378,217)  (571,591)  (204,908)  (138,455) (33,448) {4,608)

58,734 99,813 104,401 32,795 20,521 2,828

- (3,069) {12,827) (2,286) (5,007) (690)

20,858 (452) 14,577 1,493 1,024 141

(2,161) 4 {2,476) (212) (694) (96)
(300,786)  (475,265) (101,233}  (106,665) (17,604) (2,425)

66 (658) (1,130} {248} 67 ¢
(43) (43} (13} (12) (12) (2}
(300,765}  (475,968y (102,376}  (106,925) (17,549) 2418)
(446,419} - - - _ -
747,184y (d75,968)  (102,376)  (106,925) (17,549) (2,418)
(647} (3.81) {0.79) (0.84) (0.13) (0.02)

115,534,503 124,783,013 129,188,125 127,336,560 131,456,631 131,456,631

(300,765)  (475,968)  {102,376) (106,925)  (17,34%) (2,418)
(12,073) 42,048 18,535 3,088 31,898 4,396
(312,838) (4339200  (83,841) (103,831 14,349 1,978

19—
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APPENDIX I ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022, 2023 AND 2024
AND THREE MONTHS ENDED MARCH 31, 2024 AND 2025
{Amounts in thousands, except share and per share data and otherwise noted)

For the year ended December 31, Thiee months ended March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB Uss
funaudited)

Cash flows from operating activities:
Netloss . .................. (300,765)  (475,968)  (l02,376)  (106,925) (17,549 (2,418)
Adjustments to reconcile net loss fo net
cash (used in) provided by operating

activities:
Depreciation and amortization . . . . . . 53,634 36,268 131,809 34,892 34,825 4,199
Share-based compensation . . . ... .. 105,219 234,624 116,064 37,800 26,186 3,609
(Reversal of) provision for allowance

forcreditloss .. ........... (1.810) 43,004 15,619 §23 (2,731) (379)
Loss from disposal of property and

equipment ... ... ... ... ... 369 - 1,885 - 1,466 202
Fair value change of short-term

investments . . .. ..., ... ..., 4,878 (15,095) (195) {4,379 (464) (64)
Share of loss in equity method investce 45 45 13 12 12 2
Foreign exchange (gain) loss, net . . . . {5,368 (9) {2,591) (690) 226 31
Non-cash lease expenses . . ... .. .. 30,260 34,355 37,375 13,217 3,540 488
[nventory write-down . ... ... ... 39,431 9,290 2,222 14,016 1,923 265
Gain from disposal of subsidiary . . . . - (6,129) - - - -

Changes in operating assets and

liabilities:
Notes receivable .. ........... - - (22,341) (M0 1,762 243
Accounts receivable .. ... ... ... (390,859 (90,750}  (243,319)  (4553%)  (19G,13%) (26,204
Contract assets . . . ........... 134,244 (7,088) - - - -
Inventories . ............... (305,553) 145977 26,605 (156,486)  (13,630) {1,878)
Prepayments and other current assets . . {33,556) (82,646} 17,002 (15,376) (20,074 (2,766)
Other non-current assets . . .. ... .. 2,883 (3.178) 2,173 - (1,482) {204)
Amounts due to related parties . . . .. - - (5,026) - (34711 {479
Contract liabilities . . ... ....... (91,737 19,543 (46,042)  (38,341) 6014 (829
Deferred tax liabilities . . .. ... ... 27 (35) - - - -
Accounts payable . . ... ..., ... 128,863 61,529 75,012 66,821 1,913 264
Notes payable .. ............ - - 2,841 - 43,886 6,048
Accrued expenses and other current

libilities . .. ............. (41,074) 80,297 88,907 (112,873)  (LI0655) (15,49
Operating leases liabilities . . . ... .. (30,103)  (34,595)  (33,758) (10517 (3,180) {438)
Other non-current Habilities . . ... .. 5511 37,820 2454 (3,961) {3,319) {457

Net cash (used in) provided by operating

activities . ........... ... .. {696,015) 57,261 63,503 (328,622)  (256,9%0)  (35411)
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ACCOUNTANTS’ REPORT

Cash flows from investing activities:
Purchases of short-term investments . . .
Maturity of short-ferm investments . . .
Purchases of property and equipment . .
Purchases of intangible assets . . . . . .
Proceeds from government subsidies

after capital expenditure . . . .. . ..
Purchases of equity securities . .. ...
Advances to a related party. . . . .. ..
Cash inflow from disposal of subsidiary.
Cash outflow from acquisition of

subsidiary, net of cash acquired

of RMBSTL . ..............

Net cash provided by (used in) investing
activities. . .. . ..... ... ... ..

Cash flows from firancing activities:

Cash disiribution to former sharehelders
of Shanghai Hesai in connection with
the 2021 Reorganization . . ... ...

Cash contribution from shareholders in
connection with the 2021
Reorganization . . .. .. .......

Proceeds {rom issvance of ordinary
shares of Hesai Group . . . ... ...

Proceeds from Jong-term borrowings. . .

Repayment of long-term horrowings . . .

Proceeds from short-term borrowings . .

Repayment of short-term borrowings . .

Payment of offering eosts. . . ... ...

Proceeds from issuance of ordinary
shares upon the exercise of share
opions . ... ...

Govemment subsidies received in
advance of capital expenditure. . . . .

Net cash provided by (used in) financing
activities. . . ... ... .. ... ..

For the year ended December 31,

Three months ended March 31,

2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB Us$
(unaudited)
(5,586,764) (5,100,868 (2,948,575)  (H13910) (50,000 (6,890}
6,978,764 4479302 3775800 1,242,830 182,176 52,665
(231,210)  (406,748)  (259,%41) (82,824) (51.872) (797%)
(9,180 (1,925) (1L,E17 (1,237 (107 (975)
- 15,893 - - - -
(30,000) - - - - -
(1,964) - - - - -
- 14,407 - - - -
- (54,454) - - - -
1,119,646  (1,060,393) 955,876 244,859 267,227 36,825
- (17,506) - - Q9LT)  (40338)
- 17,506 - - 292,721 40,338
- 1225470 - - - -
18,472 264,910 120,275 40,817 32,843 4,526
- - (20,157) - - -
- 111,682 234,100 161,750 111,776 15,403
- - (117,687 (LI1,682) (178,300 (24,639
(3296)  (22828) - - ; ;
- 2871 34,139 431 11,939 1,645
- 8,250 - - - -
15176 1,590,356 250,675 90,996 (22,242) {3,065)
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For the year ended December 31,

Three months ended March 31,

2622 2023 2024 2024 2025
RMB RMB RMB RMB RMB Uss$
fungudited)
Net inerease (decrease} in cash and cash
equivalents . ... ............. 438,807 587,224 1,270,054 7,233 (12,805) {1,651)
Cash, cash equivalents and restricted cash,
beginning of the year/period . . . . ... 449,352 913,277 1,558,124 1,558,124 2,842,560 391,715
Effect of foreign exchange rate changes
on cash, cash equivalents and
restricted cash, . ... ... ... ... 25,118 57,623 14,382 1,686 (361) (52)
Cash, cash equivalents and restricted cash,
end of the year/period . . . .. ... ... 913,277 1,558,124 2,842,560 1,567,043  2,830,1%4 390,012

Cash paid during the year/period for:
Income taxes (refund received) paid . . . (1,230) - 425
Interest (net of capitalized amoant of
RMB11, RMB4,433, RMBL 511,
RMB378 and RMB651 for the vears
ended December 31, 2022, 2023 and
2024, and three months ended
March 31, 2024 and 2025
respectively) . . ... ... L. - 3,069 3,054
Supplementat disclosure of nen-cash
investing and financing activities:
Accrued purchases of property and
equipment. . ... ... ... ... 102,181 179,839 124,333
Accrued offering cost. . . ... ... .. 480 - -
Decrease in lease lizbilities due to
partial termination of lease contract . - - -

- 415 59

2113 501 786

146,049 90,720 12,502

- 28,787 3967

The following table provides a reconciliation of cash, cash equivalents and restricted cash
reported within the balance sheets that sum to the total of the same such amounts shown in the

statement of cash flows:

As of December 31, As of March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RME Uss
{unaudited)
Cash and cash equivalents . . . . .. .. 813,277 1,554,583 2,838,966 1,563,496 2,826,605 334,517
Restrietedcash .. ............ - 3,541 3,594 3,547 3,589 495
Cash, cash equivalents and restricted
eash. ... ... . ... .. ... 913,277 1,558,124 2,842,560 1,567,043 2,830,194 390,012
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ACCOUNTANTS’ REPORT

NOTES TO THE HISTORICAL FINANCIAL INFORMATION
(Amount in Thousands, Except Share and Per Share Data, or otherwise stated)

1. GENERAL INFORMATION

The Company was incorporated under the laws of the Cayman Islands on April 21, 2021, The addresses of the
registered office and principal place of business of the Company are set out in “Corporate Informatien” of the

Prospectus.

The Group is primarily engaged in the development, manufacturing and sales of threc-dimensional light

detection and ranging or LiDAR, solutions.

As of December 31, 2022, 2023 and 2024, March 31, 2025 and date of this report, the Group conducted its
business operations across its subsidiaries as follows:

Proportion of ownership interest

held by the Group Statutory andilor
Dale and
phace of As of
incorporatien/ As of Deceraher 31, Mazeh M, As of dale Year ended December 31,
Name of reglstration/ Regisered Paid in of this Prineipal
subsidiaries operalions capital caplial 2022 prs] i) 2025 regort 2] 02 2024 activities
% % 5 % %

Hesai Hong Kong ~ May 6, 2021, One U One US 100 100 100 100 100 GIL(HE) GIL (HK) GIL (HE) [ovestment
Limited ("Hessi Hong Kong dolfar doflas Limied  Limiled  Limited halding
HK). ...

Hesai Technalogy  Qetober 22, RMB RMEB 100 100 100 100 10¢ DIT DIT RSM Development,
Co, Lt 2014, The 109,000 1,096,000 China Manafacture
(“Shanghai People's and sales of
Hesei") . . . . Republic of LiDAR

China (the
“PRCY)

Shanghai Heset May 17, 2015, RMBLO0D  RMB100 100 100 10 100 M0 DIT DIT RSM Sales and

Trading Co. Ltd..  PRC China affer- sales
sevice of
LiDAR

Hertz Technology ~ Qclober 13, RMB222,000 RMB220,046 10¢ 100 108 10 180 DT DIT RSM Manufaclure
Co,Ld. . .. 2002, PRC China of LIDAR

Hessine . . . . Octoder 11, USS10,000  US510,000 100 109 100 100 1060 NiA NiA N/A Markeling znd

2007, United fote (i) note {ilf)  doie (i) afller-sales
States service of
LiDAR

Oigraf, [nc. December 30, Us§2.011  UssL0l 100 - - - - N NA N& Mamfaclure

("Caigraf™). . . 1996, nole fil  notefi)  were (i) note (i} note(iii) note {iii) ache(iii)  of sensing
United Stales deviees
fos gas

deleetion

Hesai GmbH . . . Agpril 32, 2022, Euro EURSG0 100 100 100 il 100 NiA WA NIA Markeling and

Gesmany (“EUR™} note fif)  note (ifi)  note (i} aller-sales
500 service of
LiDAR

Changging Hezhi ~ April 4, 2023, RMBI0,000  RMB30.000 NiA 100 100 100 100 NfA DT RSM Development
Technolagy PRC ole (i) China and sales of
Co., Lud LiDAR
(“Changging
Hehi™s, . . .
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APPENDIX I ACCOUNTANTS’ REPORT
Proportion of awnership interest
Teld by the Group Siatutery auditor
Date and
place of As of
Incorporation/ As of December 31, March 31, Asof date Year ended December 31,
Name of regisiration/ Reglstered Paid in of this Principal
subsidiaries operalivns capilal capltal 2 025 2 Wi reporl 022 2K b1 s} atlivities
b % % % %

Hesai Holding PTE  June §, 2025, US85.987  US83887 NIA 100 100 il 100 NA DTT Panmell  Investment
LTD {*Hesai Singapare ote {iij Ker holding
Holding PTE"} . Farster

Hesai Technology ~ June 9, 2023, One US - NiA 100 100 100 100 NiA DTT Pannell  Sales and
PTE LTD (*Hesai  Singapore dollar ngie {ii) Ken dlter-salzs
Technelogy Forster service of
FTEY} .. .. LiDAR

Hesai (Thailand) ~ June 19, 2023, Thai Baht TBH NiA 108 i Hi] 1| NiA DIt pIT Manufacture
Limited (“Hessi  Thailand {“TBH"} 200,000 note fii) and sales of
Thailznd”) . . . 200,100 LiDAR

HESTTECHNOL  July 26, 2023, S19us - NA 00 100 108 100 N WA Nia Development
GYSA. DE.CY.  Mexico dollar note fif)  note {iii)  nofe (i) of LiDAR
(“Hesai
Mexice™ . L .

Hesai Korea Co,  September 22, Korean won KRY NiA 100 100 100 100 NiA Nk NIA Sales of
L. {("Resai 203, (*KRW") 100,800 nate fii)  note {iif)  more (i) LIDAR
Korea"). . . . Korea 190,00

Hesal Technology  Sepember 19, Yen (“IPN")  JPN10,000 NiA 100 109 100 00 WA NIA NIA Sales of
Tapen fne ("Hessi 2023, 10,000 nale (it} note (i) aote (i)  LIDAR
hpa) . ... lepan

Chongging Heszi  Ocloher 30, US$I0,000  US$10,000 NfA 100 109 180 100 NiA DIT RSM DeveIopmem.
Technology Co, 2023, FRC nale fii) China of LiDAR
Lid. ("Chongging
Hessi™ . . . .

Shanghai Hessi  November &, [J5$20,000 - NiA 160 10 100 100 NiA DIT RSM Development
Zhineng Keji 03, nafe fii) China and sales of
Co, Lig PRC LiDAR,
(“Shanghai Business
Thineng™y . . operation

Fastree3D SA, . . September 2013, Swiss Franc CHF NiA 100 100 100 1 Nia WA NIA Development

Swwitzerland ("CHF"} 129444 note fif)  note (i) note (i) of LiDAR
4444

American Lidar Inc  November 22, 0.5Us 0508 NiA 100 100 100 180 Nia A Nia Development
(*American 023, dotlar dollar noie {if)  note {iii) ot (i) of LIDAR
Lida™) . . . . United Stales

Guangzhou Hesai  July 19, 2004, RMBIOOD  RMBLOCD Ni& NiA 10 100 100 NiA .~ NiA RSM Sales of
Technology Co,  PRC nete i) note i) China LiDAR

Lid. (*Guangzhou
Hesd™ . . . .
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Proportion of ownership inferest

Tetd by the Group Statutary audiler
Dale and
place of Ag of
incerporation/ As of December 31, March 31, Asof date Year ended December 31,
Name of reglsteation/  Registered Paid in of thls Principal
subsidiaries aperations rapita) tapital apaz 2023 024 s Tepurl i 013 m4 aclivities
% % % % %
Firebird Limited. . December 10, Us§s0 - NA NiA 100 i 100 Nid NI NiA [nvestment
04, nole i) aote fif}  nre i) holding
British Visgin
[slands
Beijing Hesai December 19, RMBLO00 - NA N/A (i 100 100 N NA RSM Sales of
Technology Co., 2014, nere (ii)  note (if)  China LiDAR
L. {“Befjing PRC

Hesai™y . . . .

Note (i): Oxigraf was disposed on November 15, 2023. Please see Note 3 to the Historical Financial Information
for detail.

Note (ii): No statutory audited financial statements have been prepared for Chongging Hezhi, Hesai Holding PTE,
Hesai Technology PTE, Hesai Thailand, Hesai Mexico, Hesai Korea, Hesai Japan, Chongqing Hesai,
Shanghai Zhineng, Fastree3D SA and American Lidar for the year ended December 31, 2022 as they are
incorporated in 2023, No statutory audited financial statements have been prepared for Guangzhou Hertz,
Firebird Limited and Beijing Hesai for the years ended December 31, 2022 and 2023 as they are
incorporated or acquired in 2024,

Note (iii): No statutory audited financial statements have been prepared for the Company, Hesai Inc., Oxigraf, Hesai
GmbH, Hesai Mexico, Hesai Korea, Hesai Japan, Fastree3D SA, American Lidar and Firebird Limited as
they are incorporated in the respective jurisdictions where there are no statutory audit requirements, or
they are not required to perform statutory audit.

All subsidiaries comprising the Group are limited liabilities companies or corporations and have adopted
December 31 as their financial year end date.

The statutory financial statements of the subsidiaries registered in the PRC, whichever applicuble, were
prepared in accordance with the relevant accounting principles and financial regulations applicable to enterprises
established in the PRC.

The statutory financial statements of Hesai HK were prepared in accordance with the applicable Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of Ceniified Public Accountants.

The statutory financial statements of Hesai Holding PTE and Hesai Technology PTE were prepared in
accordance with Singapore Financial Reporting Standards.

The statutory financial statements of Hesai Thailand were prepared in accordance with the Thai Financial
Reporting Standards for Non-Publicly Accountable Entities.

2, THE HISTORY OF THE GROUP AND THE GROUP RESTRUCTURING
History of the Group

The Group’s history began in October 20£4 with the establishment of Shanghai Hesai Photonics Co., Lid.
(“Hesai Photonics™), a limited liability company established in the PRC by Dr. Kai Sun, Dr. Yifan Li and
Mr. Shaoging Xiang (collectively known as the “Founding Sharcholders™). In August 2020, Hesai Photonics was

converted by its then shareholders into a joint stock company under the PRC law and changed its name to Shanghai
Hesai.

_1-18 -



APPENDIX I ACCOUNTANTS’ REPORT

2021 Reorganization

In 2021, the Founding Sharcholders and ull of the investors of Shanghai Hesai undertook an equity
restructuring in order to re-domicile its business from the PRC to the Cayman Islands (the “2021 Reorganization™),
which was executed in the following steps:

(1) In April 2021, the Company was incorporated in the Cayman Islands to be the holding company of the
Group. On May 6, 2021, the Company established Hesai HK, a wholly owned subsidiary to be the
intermediate holding company.

(2) In June 2021, the Company through Hesai HK acquired 100% of the cquity interest of Shanghai Hesai
from the Fourding Sharcholders and its investors, thus Shanghai Hesai became the wholly owned
subsidiary of the Company.

(3) In May and June 2021, the Founding Shareholders subscribed to 30,033,379 Class A Qrdinary Shares
and the existing investors subscribed to 62,834,548 Class B Ordinary Shares of the Company, on an
as-converted basis, at the same proportion of the equity interest they held in Shanghai Hesai.

The main purpose of the 2021 Reorganization was 1o establish a Cayman Islands holding company for the
existing business in preparation for an overseas initial public offering. The Group has accounted for the 2021
Reorganization as transaction between entities with common ownership, which is akin to a reorganization of entities
under common contrel,

Pursuant to a framework agreement entered into by the Founding Shareholders and all of the investors of
Shanghai Hesai, the consideration paid by the Company to acquire the equity interest of Shanghai Hesai is to be
reinvested in the Company as capital contribution for subscription of ordinary shares at Hesai Group. For the
recapitalization in connection with the 2021 Reorganization, only RMB817,847 was required to be settled through
cash redemption by Shanghai Hesai and cash investment at the Company level in accordance with foreign currency
control regulations within the PRC. An amount of RMB507,620, RMB 17,506 and RMB292,721 has been settled in
2021, 2023 and the first quarter of 2025, respectively. All payables or subscription receivables related to the 2021
Reorganization were setiled as of March 31, 2025 (Note 25).

Initial Public Offering (“1PP0*)

In February and March 2023, the Group, in connection with its IPQ in the United States, issued 10,125,118
Class B Ordinary Shares with net proceeds of US$179,786 (equivalent to RMB1,225,470).

3. BASIS OF PREPARATION OF HISTORICAL FINANCIAL INFORMATION AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation of Historical Financial Information

The Historical Financial Information has been prepared in accordance with accounting principles generally
accepted in the United States of America (“U.S. GAAP"). In addition, the Historical Financial Information includes
applicable disclosures required by the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules™) and by the Hong Kong Companies Ordinance.
3.2 Summary of significant accounting policies
Basis ef Consoelidation

The Historical Financial Information presented herein represent the consolidated financial statements of the

Company and its subsidiaries. All transactions and balances among the Company and its subsidiaries have been
eliminated upon consolidation.
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Use of estimates

The preparation of the Historical Financizl Information in conformity with U.S. GAAP rcquires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities, disciosure of contingent
assets and liabilities at the date of the financial information and the reported amounts of revenues and expenses
during the Track Record Period. Actual results could differ from those estimates. On an ongoing basis, the Group’s
management reviews these estimates based om information that is currently available, Changes in facts and
circumstances may cause the Group to revise its estimates. Significant accounting estimates reflected in the Historical
Financial Information mainly includes the estimated project progress towards certain services revenue, warrany
reserves, incremental borrowing rate of lease liabilities, inventory write-down, allowance for credit losses, the useful
lives and impairment of property and equipment, right-of-use assets, intangible assets and iand-use rights, valuation
of ordinary shares and share-based compensation.

Fair value measurements

The established fair value hierarchy as defined by U.S. GAAP requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial instrument’s
categorization within the fair value hierarchy is based upon the lowest level of input that is significant to the fair
value measurement. The three levels of inputs may be nsed to measure fair value include:

Level 1 Valuation technigues in which all significant inputs are unadjusted guoted prices from active markets
for assets or liabilities that are identical to the assets or liabilities being measured.

Level 2 Valuation techniques in which significant inputs include guoted prices from active markets for assets
or liabilities that are similar to the assets or liabilities being measured and/or quoted prices for assets or liabilities
that are identical or similar to the assets or liabilities being measured from markets that are not active. Also,
model-derived valuations in which all significant inputs and significant value drivers are observable in active markets
are Level] 2 valuation techniques.

Level 3 Valuation techniques in which one or more significant inputs or significant value drivers are
unobservable. Unobservable inpuis are valuation technique inputs that reflect the Group’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

The Group’s financial instruments include cash and cash equivalents, time deposits with maturities between
three months and one year included in short-term investments, accounts receivable, notes receivable, contract assets,
amounts due from/to related parties, other receivables included in other current assets, accounts payable, notes
payable, other current liabilities, and short/long-term borrowings. All carrying amounts of these short-term financial
instruments measured at amortized cost approximate their fair valves due to their short-term nature. The fair value
of long-term borrowings is approximate to their carry amounts because the annual interest rates of such borrowings
are the similar to the prevailing market annual interest rate,

The following table presents the assets that are measured at fair value on a recurring basis and are categorized
using the fair value hierarchy:

As of December 31, 2022

Fair Value Measurcments al Reporling Date Using

Quoted Prices in Significant

Active Markets for

Significant Qther

Unaobservable

Identicnl Assets Observable Inputs Inputs
Deseription {Level 1) {Level 2} (Level 3)
RMB RMB RMB
Short-term investments — structured financial
preducts. . ... oo - 945,865
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As of December 31, 2023

Fair Yolue Measurcmenis at Reporting Date Using

Quoted Prices in Significant
Active Markets for Significant Other Unebservalle
[dentical Assels Observable Inputs Inpuils
Deseription {Level I {Lcvel 2) {L.cvel 3)
RMB RMB RMB
Short-term investmentis — structured financial
products. .« oo s - 857,924 -

As of December 31, 2024

Falr Value Measurements al Reporling Date Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Tdeatical Assets Observable Inputs Inputs
Description (Level 1) {Level 2) (Level 3)
RMB RMB RM8B
Short-term investments — structured financial
products . . ..., ... - 362,195 -

As of March 31, 2025

Falr Value Measurements at Reporting Date Using

Quoted Prices in Sipnilicant
Active Markets for Significant Other Unobservable
Ideniical Assets Observable Inputs Inputs
Description {Level 1) {Level 2) (Level 3)
AMB RMP RMEB
Short-term investments — structured financial
producis . . ... . e e - 30,482 -

The structured financial products with commercial banks in the PRC are financial instruments with variable
interest rates indexed mainly to exchange rates and/or price of commodities. In accordance with ASC 820, Fair Value
Measurement, the Group elected the fair value option at the date of initial recognition to measure structured financial
products at fair value on a recurring basis with changes in the fair value are recorded as interest income in the
consolidated statements of operations and comprehensive (foss) income, The fair values of these structured financial
products were using Level 2 significant other observable input by applying the interest rate implied by the current
quotation of underlying indices. For the years ended December 31, 2022, 2023 and 2024 and three months ended
March 31, 2024 and 2025, the Group recorded fair value changes of short-term investments of RMBS52,252,
RMB30,158, RMB13,586, RMB6,430 (unaudited) and RMB 1,190 as interest income in the consolidated statements
of operations and comprehensive (loss) income, respectively.

Funetional currency and foreign currency translation

The Group uses Renminbi (“RMB?”) as its reporting currency, The functional currency of the Company and its
subsidiaries located outside of PRC is USS, CHF, EUR and other currencies such as TBH, the functional currency
of subsidiaries located in PRC is RMB.

Assets and liabilities are translated from each entity’s functional currency to the reporting currency at the
exchange rate on the balance sheet date. Equity amounts are transiated at historical exchange rates, and revenues,
expenses, gains and losses are translated using the average rate for the year/peried. Translation adjustments are
reported as cumuolative translation adjustments and are shown as a separate componrent of accumulated other
comprehensive {loss) income in the consolidated statements of changes in shareholders’ (deficit) equity.
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Monetary assets and liabilities denominated in currencies other than the entity’s applicable functional
currencies are translated into the functional currencies at the prevailing rates of exchange at the balance sheet date,
Nonmenetary assets and liabilities are remeasured into the applicable functional currencies at historical exchange
rates. Transactions in currencies other than the applicable functional currencies during the year/period are converted
into the functional currencies at the applicable rates of exchange prevailing at the transaction dates, Transaction gains
and losses are recognized as foreign exchange gain (loss), net in the consclidated statements of operations and
comprehensive (loss) income,

Cash and cash equivalents

The Group classifies cash on hand and cash in bank with original maturities of three months er less, and are
unrestricted as to withdrawal or use, as cash and cash equivalents.

Restricted cash

Restricted cash mainly represents the Group’s security deposits with respect to the Group’s credit card aceount,
withdrawal or use is contractually restricted of these cash balance.

Accounis receivable, net

Accounts receivable mainly consists of amounts due from the Group’s customers, which are recorded net of
allowance for credit losses. The Group manages customers by six peols — domestic PRC OEM customers, domestic
PRC other customers, overseas OEM customers, overseas other customers, customers facing operational difficulties
and other special customers. For the purposes of performing ongoing credit evaluation, the customers are aggregated
inte two portfolio segments by reviewing their credit rating and assessing allowance for credit loss based on expected
credit loss model. Category | consists of the first four pools customers who have a relatively low credit risk and no
default history, Category 2 is for customers facing operational difficulties and other special circumstances who have
a relatively higher credit risk. The Group develops a current expected credit loss (“CECL") model based on historical
collection experience, the age of the accounts receivable balances, current economic conditions, reasonable and
supportable forecasts of future economic conditions, and other factors that may atfect its ability to collect from
customers. Account receivable balances are written off after all collection efforts have been exhausied. The expected
credit loss rates for each Category as of December 31, 2022, 2023 and 2024 and March 31, 2025 are as follows:

As of December 31, As of March 31,
2022 2023 2024 2025
Category 1 . .. ............. 0.74% 1.94% 0.83% 0.60%
Category 2 . . .............. 100.00% 100.00% 80.06% 88.60%

Factoring arrangenents

The Group entered into factoring agreements with third-party financial institutions. If the Group has
transferred substantially all the risks and rewards of ownership of the receivables under the arrangement, the
receivables are derecognized since the transaction qualify as a transfer of financial assets to be considered as a sale
under ASC 860. In determining whether the Group has transferred substantially all the risks and rewards of
ownership, it considers credit risk, late-payment risk and right of recourse, Arrangements in which the Group
derecognizes receivables result in changes in trade receivables, which are reflected as cash flows from operating
activities. When receivables are sold with limited recourse and substantially all the risks and rewards associated with
these receivables are not transferred, receivables are not derecognized. Where the Group does not derecognize the
receivables, the cash received from the factor is classified as a financing cash intlow, the settlement of the receivables
as an operating cash inflow and the repayment to the factor as a financing cash cutflow.

Inventories

Inventories consists of raw materials, work-in-process, and finished goods and are stated at lower of cost or
net realizable value. Costs are computed under the weighted average method. Net realizable value is determined ag
estimated setling prices in the ordinary course of business, less reasonably predictable costs to sell, Valuation of
inventories is based on currently available information about expected recoverabie value. The esiimate is dependent
upon factors such as market trends, inventory aging, and historical and forecasted customer demands. Inventory
write-down is recorded as cost of revenues,
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Property and equipment, nef

Property and cquipment are stated at cost less asccumulated depreciation and impairment. Property and
equipment except land are depreciated at rates snfficient to write off its costs less impairment, if any, over the
estimated useful lives on a straight-line basis. The estimated useful lives are as follows;

Buildings . . . . ... ... ... ..., 20 years

Electronic equipment . . . ... ... ..... 3 — 5 years

Machinery and equipment . . . ... ... .. 10 years

Furniture and fixture . . . ... ... ... .. 5 years

Transportation vehicles. . . ....... ... 4 years

Leasehold improvements. . .. .. ... ... Over the shorter of the expected lease term or useful lives

Land held by the Group in perpetuity is not depreciated and is stated at cost less impairment,

Interest expenses on outstanding debt are capitalized during the pericd of significant capital asset construction.
Capitalized interest on construction in progress is included within property, plant and equipment, net and is amortized
over the life of the related assets,

Intangible assets, net

Intangible assets are recognized and measured at cost upon acquisition. Following the initial recognition,
intangible assets are carried at cost less any accumulated amortization and any accumulated impairment losses. The
identifiable intangible assets acquired are amortized on a straight-line basis over the respective useful lives as
follows:

Software. . .. ....... ... ... . ..., 3 - 10 years
Technology . . . ................. 3 - 8 years

Land-use rights, net

Land-use rights are recognized and measured at cost upon acquisition. Following the initial recogaition,
land-use rights are carried at cost less any accumulated amortization and any accumulated impairment losses.
According to the land-use rights policy in the PRC, the nseful life of land-use rights is 50 years.

Goodwill

Goodwill is not amortized but is tested for impairment on an annual basis, or more frequently if events or
changes in circumstances indicate that it might be impaired. The Group's annual testing date is December 31.

The Group recognized goodwill of US$1,982,033, which was assigned to Oxigraf, Inc. as a reporting unit. On
November [5, 2023, the Group disposed Oxigraf, Inc., with gain of RMB6.1 million recognized in other operating
income, net. The corresponding goodwill was derecognized as part of the disposal.

Long-term investments
Investment in equity method investee

The Group uses equity method to account for common stock investments in entities over which it has
significant influence but does not have controliing interests. Under the equity method of accounting, the Group's
share of the earnings or losses of the investee companies, impairments, and other adjustments required by the equity
method are reflected in the consolidated statements of operations and comprehensive loss. When the Group’s share
of losses in an investee equals or exceeds its carrying amount of the investment in the investee, the Group does not
recognize further losses, uniess the Group has guaranteed the obligations of the investee or is otherwise committed
to provide further financial support for the investee. An impairment loss is recorded when there has been a loss in
value of the investment that is other than temporary.
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An impairment charge is recorded if the carrying amount of the investment exceeds its fair value and this
condition is determined to be other-than temporary. The Group estimated the fair value of investments in equity
investees under discounted cash flow analysis which requires significant judgments, including the estimation of
future cash flows, which is dependent on internal forecasts, the estimation of long-term growih rate of a company’s
business, the estimation of the useful life over which cash flows will oceur, and the determination of the weighted
average cost of capital, The Group did not record any impairment on its equity method investment during the years
ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025.

Equity securities without readily determinable fair value

The Group has elected to measure the investment in equity securities without readily determinable fair value
at cost minus impairment, if any, adjusted up or down for observable price changes. Any adjustinent o the carrying
ameunt is recorded in other income (loss), net. At each reporting period end, the Group makes a qualitative
assessment considering impairment indicators to evaluate whether any of these investments is impaired. If the
assessment indicates that the fair value of an investment is less than the carrying value, the investment in equity
securities will be written down to its fair value, with the difference between the fair value of the investment and its
carrying amount as an impairment loss, No fair value adjustmient was recognized for the vears ended December 31,
2022, 2023 and 2024 and three months ended March 31, 2024 and 2025.

Impairment of long-lived assets

The Group evaluates its long-lived assets including property and equipment, intangible assets, right-of-use
assets and land-use rights for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. When these events occur, the Group evaluates recoverability by
comparing the carrying amount of the assets to future undiscounted net cash flows. If the sum of the expected
undiscounted cash tlows is less than the carrying amount of the assets, the Gronp recognizes an impairment loss equal
to the difference between the carrying amount and fair value of these assets. During the Track Record Period, the
Group did not identify any impairment indicator for its long-lived assets as the financial performance and operation
results were consistent with its expectation and budget for the given years as a growth company,

Revenue recognition

The Group recognizes revenue from sales of LIDAR products and other products at a point in time when
control of the products is transferred to the customers, which generally occurs upon delivery according to the terms
of the underlying contracts. Product sales to certain customers may require customer acceptance due to performance
acceptance criteria that is considered more than a formality. For these product sales, revenue is recognized upon the
expiration of the customer acceptance period. The Group’s general terms and conditions for its contracts do not
contain a right of return that allows the customer to return products and receive a credit, and therefore the Group does
not estimate returns. The Group’s standalone selling prices are based on the prices charged to customers for the single
performance obligation which is transfer of control of products upon delivery to the customers or upon expiration of
the customer acceptance period. Revenue is measured as the amount of consideration expect to receive in exchange
for transferring the promised goeds, adjusted for any variable consideration such as price concessions or annual price
adjustments as estimated at contract inception. The Group estimate variable consideration at the most likely amount
they will receive from customers and reduce revenues recognized accordingly. The Group includes estimated amounts
in the transaction price to the extent it is probable that a significant reversal of cumulative revenue recognized will
not occur when the uncertainty associated with the variable consideration is resolved. The Group estimates of
variable consideration and determination of whether to include estimated amounts in the transaction price are based
largely on an assessment of their anticipated performance and all information (historical, current and forecasted) that
is reasonably available to the Group. The Group adjusts the estimate of revenuve at the earlier of when the value of
consideration they expect te receive changes or when the consideration becomes fixed. Amounts billed to customers
for shipping and handling are included in revenue. Taxes collected from customers and remitted to governmental
authorities are excluded from revenue on the net basis of accounting. Accounts receivables are due under normal trade
terms, typically within 30 to 90 days.

During the fourth quarter of 2024, certain customers started to negotiate with the Group for sales rebates due
to the change in market cenditions. After such negotiation, the Group and these customers agreed to provide these
customers sales rebates regarding the products previously sold in 2024. The Group recorded these rebates as
reductions of revenue in the fourth quarter of 2024 and the amount involved was immaterial to the revenues for year
ended December 31, 2024, During the three months ended March 31, 2025, there was no additional sales rebate
occurred.
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For LiDAR solution that the Group offers customers with a combination of hardware, software, deployment
and professional services and engineering design, development and validation service projects, control of the goods
and services may be transferred over time or at a point in time depending on the terms of the contract. Control of
the goods and services is transferred over time when the Group’s performance does not create an asset with an
zlternative use to the Group and the Group has an enforceable right to payment for performance completed to date.
The Group recognizes revenne over time using an input method based on contract cost incurred to date compared to
total estimated contract cost {cost-to-cost) as the services are provided. Otherwise, revenue is recognized at a point
in time when the customer obtains control of the goods and services.

Generally, the Group’s contracts have original durations less than one year during the Track Record Period.
Therefore, the Group utilizes the practical expedient under ASC 606 not disclosing the unsatisfied performance
obligations for these contracts.

The Group typically provides standard product warranties on LIDARs. For LiDARs used in Robotics market,
such warranties last one or two years. For those used in advanced driver assistance system market, such warranties
cover five years or 100 thousand kilometers, whichever comes first. Standard warranties are considered to be
assurance type warranties and are not accounted for as separate performance obligations. The Group accrues
estimated future warranty costs and charges to cost of revenues in the period that the related revenue is recognized,
These estimates are based on historical warranty experience and any known or expected changes in warranty
exposure, such as trends of product reliability and costs of repairing and replacing defective preducts. The Group also
provides extended warranties as a service for an additional term ranging one to two additional years. For service type
extended warranty contracts, the Group allocates revenue to this performance obligation on a relative standalone
selling price basis and recognizes the revenue ratably over time during the ettective period of the services. The Group
recognized RMB7,702, RMB10,413, RMB8,909, RMB3,250 (unaudited) and RMBI[,489 for extended warranty
services, for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025,
respectively.

Changes in the Group’s accrued warranty liability was as follows:

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB BMEB
funaudited)
Balance as of the
beginning of the year . . 13,932 17,694 28,425 28,425 43,607
Warranty provision, net . . 8,467 26,247 32,078 5,038 8,447
Consumption . . . . ..... (4,705) {15,516) (16,896) (3,648) (3,874)
Balance as of the end of
the year/fperiod. . . . . . 17,694 28,425 43,607 29,815 48,180

A contract asset is recorded when the Group has transferred products or services to the customer before
payment is received or is due, and the Group’s right to consideration is conditional on future performance in the
contract. The Group records 2 contract asset for unbilled receivables for certain customers where the control of the
goods or services has been transferred. A contract liability exists when the Group has received consideration but has
not transferred the related goods or services to the customer. The Group’s contract liabilities mainly consist of
payments received from customers before they received the products.

Cost of revenues

Cost of revenues for our products includes the manufacturing cost of LIDAR sensors and other products, which
primarily consists of direct material costs, personncl-related costs, purchasing costs, depreciation, amortization and
overhead associated with manufacturing operations, accrned warranly costs, shipping costs, licensing fees, and

write-downs of excess inventories and obsolete inventories.

Cost of revenues for our services includes cost of LiDAR solution and direct labor costs and related material
costs relating to the fulfillment of services. )
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Research and development expenses

Research and development expenses consist primarily of personnel-related costs directly associated with
research and development organization, with the remainder being prototype expenses, third-party engineering and
contractor costs, an allocated portion of facility depreciation and IT costs amortization, The Group’s research and
development costs are refated to enhancing and develeping additional functienality for its existing products and on
new product development, including new releases and upgrades to LiDAR sensors. The Group expenses research and
development costs as incurred.

Government grants

Government grants consist of cash subsidies received by the Group from PRC local governments. Grants
received as incentives for conducting business in certain local distriets with no performance obligation or other
restriction as to the use are recognized when cash is received. Grants received with government specified
performance obligations are recognized when all the obligations have been fulfilled. Government grants received
related to the purchascs of long-term assets are used to net the cost of the respective assets,

Loss per share

Basic loss per share is computed by dividing net loss attributable to the holders of ordinary shares by the
weighted average number of ordinary shares outstanding during the year/period,

Diluted earnings per share reflect the potential dilution that could occur if securities or other contracts to issue
ordinary shares were exercised or converted into ordinary shares. The Group had share options, which could
potentially dilute basic earnings per ordinary share in the future. To calculate the number of shares for diluted
earnings per ordinary share, the effect of the share options is computed using the treasury stock method.

Share-based compensation

The Group grants share-based awards of the Company to eligible employees and accounts for these share-based
awards in accordance with ASC 718, Compensation — Stock Compensation.

Share-based awards that are subject to both the service period and the occurrence of a Qualified IPO as
performance condition are measured at the grant date fair value and share-based compensation expenses are
recognized for the cumulatively vested amount upon the completion of the Qualified IPQ first and then over the
remaining requisite service period, net of actual forfeitures, if any.

Share-based awards that are subject to only the service period are measured at the grant date fair value and
share-based compensation expenses are recognized on a straight-line basis over the requisite service period of ihe
individual grants. The Group recognizes share-based compensation expenses based on the target number of Class B
Ordinary Shares that may be earned pursuant to the award. Forfeitures are recognized as reductions to share-based
compensation when they occur,

Prior to IPO, the fair value of the share options granted to employees is determined with the assistance of an
independent valuation specialist using widely accepted valuation techrigues, including discounted cash flow analysis
on the expected future free cash flows and binomial option pricing model.

The Group accounts for the effects of a modification as described in ASC 718. The Group calculates
incremental compensation cost of a modification as the excess of the fair value of the modified option over the fair
value of the original option immediately before its terms are modified. For vested options, the Group would recognize
incremental compensation cost on the date of modification and for unvested options, the Group would recognize,
prospectively and over the remaining requisite service period, the sum of the incremental compensation cost and the
remaining unrecognized compensation cost for the original award,

Share-based compensation with cash settlement features are classified as liabilities. The percentage of the fair
value that is recorded as compensation cost at the end of each period is based on the percentage of the requisite
service that has been rendered at that date. Changes in fair valve of the liability classified award that oceurs during
the requisite service period are recognized as compensation costs ratably over time during the services to be rendered.
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Income taxes
Current income taxes are provided for in accordance with the laws of the relevant tax authoritics.

Deferred income taxes are provided using assets and liabilities method, which reguires the recognition of
deferred tax asscts and liabilities for the expected future tax consequences of events that have been included in the
financial statements. Under this method, deferred tax assets and liabilities are determined on the basis of the
differences between financiul statements and tax basis of assets and liabilities using enacted tax rates in effect for
the year in which the differences are expected to reverse. Deferred tax asscts are recognized to the extent that these
assets are more likely than not to be realtzed. In making such a determination, the management consider all positive
and negative evidence, including future reversals of projected future taxable income and results of recent operation.
Deferred tax assets are then reduced by a valnation allowance through a charge to income tax expense when, in the
opinion of management, it is more likely than not that a povtion of or all of the deferred tax assets will not be realized.

The Group accounts for uncerfainty in income taxes recognized in the Historical Financial Information by
applying a two-step process to determine the amount of the benefit to be recognized. First, the tax position must be
evaluated to determine the likelihood that it will be sustained upon external examination by the taxing authorities.
If the tax position is deemed more-likely-than-not to be sustained {(defined as a likelihood of more than fifty percent
of being sustained upon an audit, based en the technical merits of the tax position), the tax position is then assessed
to determine the amount of benefits to recognize in the Historical Financial Information. The amount of the benefits
that may be recognized is the largest amount that has a greater than 50% likelihood of being realized upon ultimate
settlement.

Interest and penalties on income taxes will be classified as a comnponent of the provisions for income taxes.
The Group did not recognize any income tax due to uncertain tax position or incur any interest and penalties related
to potential underpaid income tax expenses for the years ended December 31, 2022, 2023 and 2024 and three months
ended March 31, 2024 and 2025,

Leases

The Group leases office space in Shanghai, PRC and California, USA under non-cancelable operating lease
agreements that expire at various dates through December 31, 2029.

The Group determines whether an arrangement constitutes a lease and records lease liabilities and right-of-use
assets (“"ROU assets™) on its consolidated balance sheets at the lease commencement date. The Group measures the
operating lease liabilities at the commencement date based on the present value of remaining lease payments over
the lease term, which is computed using the Group’s incremental borrowing rate, an estimated rate the Group would
be required to pay for a collateralized borrowing equal to the total lease payments over the lease term. The Group
measures the operating lease ROU assets based on the corresponding lease liability adjusted for paymenis made to
the lessor at or before the commencement date, and initial direct costs it incurs under the lease. The Group begins
recognizing operating lease expense based on lease payments on a straight-line basis over the lease term after the
lessor makes the underlying asset available to the Group. Some of the Group's lease contracts include eptions to
extend the leases for an additional period which has to be agreed with the lessors based on mutual negotiation. After
considering the factors that create an economic incentive, the Group does not include renewal option periods in the
lease term for which it is not reasonably certain to exercise.

Modification to existing lease agreements, including changes to the lease term or payment amounts, are
reviewed to determine whether they result in a separate contract. For modifications that do not result in a separate
contract, the Group reviews the lease classification and re-measures the related ROU assets and lease liabilities at
the effective date of the modification. The Group recognize the amount of the remeasurement of the lease liabilities
as an adjustment to the ROU assets. If the catrying amount of the ROU asset is reduced to zero, the Group will
recognize the remaining amount of the remeasurement as operating expenses in the consolidated statements of
operations and comprehensive (loss) income.

Comprehensive (loss) income

Comprehensive (loss) income is defined as the change in equity of the Group during a peried arising from
transactions and other events and circumstances excluding transactions resulting from investments by sharcholders
and distributions to shareholders. Comprehensive (loss) income is reported in the consolidated statement of
operations and comprehensive (loss) income. Accumulated other comprehensive (loss) income, as presented on the
accompanying consolidated balance sheets consists of accumulated foreign currency translation adjustments.
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Segment

The Chief Executive Officer, Chief Scientist and Chief Technology Officer, namely the “Founding
Sharechelders”, are identificd as the chief operating decision maker (CODM).

The Group operates in one operating segment, which includes all activities rclated to the development,
manufacturing, and delivery of LiIDAR products. The determination of a single operating segment is consistent with
the consolidated financial information regularly provided to the Group’s CODM.

As a single reportable scgment cntity, segment asset information is not used by the CODM to allocate
resources. The measure used by CODM to assess performance and make operating decisions is net loss as reported
on the Group’s consolidated statements of operations. The CODM uses performance measure to monitor budget
versus actual results. See Note 21 for a description of the Group’s disaggregated revenues by product line and
geographic location,

Further, the CODM reviews and utilizes cost of revenues which are presented in the Group’s consolidated
statements to manage the Group's operation. Additional disaggregated significant segment expenses that are not
separately presented on the Group’s consolidated statements of operations, are presented below for disaggregated
payroll expenses recorded in sales and moarketing expenses, general and administrative expenses and research and
development expenses which are independently reviewed by our CODM.

The following table presents the significant segment expenses and other segment items regularly reviewed by
our CODM:

For the Year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RME
(ienauvdired)
Net Revenues . .. ... .. 1,202,670 1,376,989 2,077,157 359,120 525,302
Less:
Cost of revenues . . ., . 730,683 1,215,611 1,192,572 219,898 306,067

Payroll expenses in sales

and marketing

expenses® . . ... ... 11,736 104,462 124,548 27,821 40,249
Payroll expenses in

general and

administrative

exXpenses. . .. ... .. 126,986 175,600 146,239 41,899 30,307
Payroll expenses in

rescarch and

development
EXPENSES . . . .. . ... 381,700 592,223 594,567 132,817 132,044
Other segment items** | 632,749 265,061 121,607 43,610 34,184
Netloss............ (747,184) (475,968) (102,376) (106,925) (17,549}
* Payroll expenses mainly consist of salaries, bonus, defined contribution plans, other social insurances,

share-based compensation and other empleyee benefits,
ok Other segment items primarily inclede other operating income, net, interest income, interest expenses

and other (loss) income, net as reported in Group’s consolidated statements of operations and
professional service expenses.
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Concentration of risks

Concentration of credit risk

Financial instruments that potentially expose the Group to concentration of credit risk consist primarily of cagh
and cash equivalents, short-term investments, accounts receivable, contract assets, amounts due from related parties,

and prepayments and other current assets,

The Group places its cash and cash equivalents and short-term investments in various financial institutions in
the PRC, Hong Kong Special Administrative Region, and the United States. The Group believes that no significant
credit risk exists as all of the Group’s cash and cash equivalents are held with financial institutions that Group’s

management believes to be high credit quality.

Accounts receivable and contract assets are typically unsecured and are derived from revenua earned from the
customers, The Group conducts credit evaluations of customers to whom credit terms are extended. The Group
establishes an allowance for credit losses based on CECL model developed by the Group, which considers historical
collection experience, the age of the accounts receivable balances, current cconomic conditions, reasonable and
supportable forecasts of future economic conditions, and other factors that may affect its ability to collect from

customers.

Prepayments and other current assets mainly consist of deposits of rent, and prepaid expenses, which can be
applied for deduction of future payments for expenses. The Group has no significant concentrations of credit risk with
respect to its prepayments and other current assets.

Concentration of customers

The following customers accounted for 10% or more of revenue for the years ended December 31, 2022, 2023
and 2024 and three months ended March 31, 2024 and 2025:

For the year ended December 31, Three nyonths ended March 31,
2022 2023 2024 2024 2025
(ungudited)
Customer A. . .., .. ... 24.3% 25.6% 33.7% 35.2% 20.5%
Customer B. . . . ... ... 13.9% 28.4% * * *
Customer D. . .. ... ... * * 14.1% * 24.0%

The following customers accounted for 10% or more of the Group’s accounts receivable and contract assets
as of December 31, 2022, 2023 and 2024 and March 31, 2025:

As of

As of December 31, March 31,
2022 2023 2024 2025
Customer A. .. ... v iv 61.0% 41.3% 23.5% 28.8%
Customer B. . .. ............ 15.3% 10.2% * *
CustomerC. . .............. * 11.2% * ®
Customer D. . . .. ........... * * 16.8% 17.0%

Customer E. .. ............. * * 11.8% *

Concentration of suppliers

The Group has a supplier accounted for 10% or more of purchases for the years ended December 31, 2022,
2023 and 2024 and three months ended March 31, 2024 and 2025:

For the year ended December 31, Three months ended March 31,

2022 2023 2024 2024 2025

{rmandited)

Supplier A ... ....... 12.3% * * *
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Foreign currency risk

A significant poriion of Group’s cash and cash equivalents and short-term investments are denominated in
US$, fluctuations in exchange rates between US$S and RMB may resnlt in foreign exchange gains or losses. The value
of US$ is subject to changes in central government policies and te international economic and political developments
affecting supply and demand in the China Foreign Exchange Trading System market. The Group has cash and cash
equivalents that are denominated in USS$, totaling US$51,351, US$131,832, UU85295,881 and US$332,056 as of
December 31, 2022, 2023 and 2024 and March 31, 2025, respectively.

Recent accounting pronouncements

Under the Jumpstart Our Business Startups Act of 2012, as amended (“the JOBS Act”), the Group meets the
definition of an emerging growth company, or EGC as of December 31, 2024, and has elected the extended transition
period for complying with new or revised accousting standards, which delays the adoption of these accounting
standards until they would apply to private companies. Once the Group ceases to gualify as EGC, it will immediately
adopt the new and revised accounting standards already effective for public companies, There are no recent
accounting pronouncements which are expected to have a material effect on the Company’s consolidated financial
statements in the current or any future periods.

In November 2023, the FASB issued ASU 2023-07 “Segment Reporting (Topic 280)” (“ASU 2023-07"), which
cxpands public entities” segment disclosures primarily by requiring disclosure of significant segment expenses that
are regularly provided to the chief operating decision maker and included within each reported measure of segment
profit or loss, an amount and description of its composition for other segment items. ASU 2023-07 is effective for
fiscal years beginning after December 15, 2023, with early adoption permitted. The amendments are required to be
applied retrospectively to all prior periods presented in an entity’s financial statements. The Group adopted ASU
2023-07 for the year ended December 31, 2024,

Convenience translation

The Group’s business is primarily conducted in China and most of its revenues are denominated in RMB.
However, periodic reports made to shareholders will include current peried amounts translated into USS using the
then current exchange rates, for the convenience of the readers. Translations of balances in the consolidated balance
sheet, the balance sheet of the Company, consolidated statements of operations and comprehensive (loss) income and
consolidated statements of cash flows from RMB into US$ as of and for the three months ended March 31, 2025 are
solely for the convenience of the readers and were calculated at the rate of US$1.00=RMB7.2567 representing the
noon buying rate set forth in the H.10 statistical release of the United States as of March 31, 2025.

4. SHORT-TERM INVESTMENTS

The following table summarizes the Group’s balances of short-term investments:

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Structured bank financial products. . 945,865 857,924 362,195 30,482
Time deposit . . .. ........... - 728,081 - -
Total short-term investments . . . . 945,865 1,586,005 362,195 m

5. NOTES RECEIVABLE

Notes receivable consisted of bunk acceptance notes of nil, nil, RMB22,341 and RMB20,579 received from the
Group’s customers as of December 31, 2022, 2023 and 2024 and March 31, 2025, respectively. These notes within
6 months maturity dates were issued by customers to pay their payable balances to the Group, No credit loss was
recognized for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025.
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The foilowing is an aged analysis of notes receivable presented based on dates of delivery of goods/rendering
of services.

As of December 31, As ol Mareh 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Within 3 months. . . .. ..... ... - - 6,960 20,579
4to6months .............. - - 15,381 -
Total . . . ................. - - 22,341 20,579

6. ACCOUNTS RECEIVABLE, NET

Accounts receivable and expected credit losses as of December 31, 2022, 2023 and 2024 and March 31, 2025
are as follows:

As of December 31, As of March 31,
2022 2023 2024 2025
RMB RMB RMB RMB
Accounis receivable, . .. ... .. .. 491,293 573,950 819,999 1,009,885
Less: allowance for expected credit
losses . . ... .o (6,249) {49,132) (54,972) (52,241)
Total acceunts receivable, net . . . 485,044 524,818 765,027 957,644

The following is an aged analysis of accounts receivable presented based on dates of delivery of
goods/rendering of services.

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Within 6 months. . . . ......... 477,183 556,142 757,045 948,064
Tmonthsto l year . .......... 9,064 15,042 41,483 9,140
ftoZyears. . .............. 4,008 1,678 19,006 52,681
Over2years .. ............. 138 1,088 2,465 -
491,293 573,950 819,999 1,009,885

Less: allowance for expected credit

losses . . . ... (6,249) (49,132) (54,972) (52,241)
Total accounts receivable, net. . . . 485,044 524,818 765,027 957,644
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The roll-forward of the allowance for credit losses related to accounts receivable for the years ended
December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025 consists of the following
activity:

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
RiMB RMB RMB RME RMEB
(unaundited)
Balance at beginning of
year/period. . .. .. ... 7,294 6,249 49,132 49,132 54,972
(Reversal) provision for
expected credit losses . . (1,045) 42 883 5,840 823 (2,731)
Balance at end of
year/period . .. ..., 6,249 49,132 54,972 49,955 52,241
7. INVENTORIES
As of December 31, As of March 31,
2022 2023 2024 2025
RMB RMRB RMB RMB
Raw materials . . ............ 290,121 126,347 191,578 201,930
Work-in-process . . ... ..., .. .. 180,367 199,153 225,726 226,833
Finished goods. . . . ... ... .... 176,364 170,377 64,833 61,211
Inventories. . . . ............ 646,852 495,877 482,137 489,974

Inventory write-off was RMB39,431, RME9%,2900, RMB2,222, RMB14,016 (unzudited) and RMBI1,923

respectively, for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and
2025.

8. PREPAYMENTS AND OTHER CURRENT ASSETS, NET

Prepayments and other current assets, net as of DPecember 31, 2022, 2023 and 2024 and March 31, 2025 were
as follows:

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Advances to suppliers . ... ... .. 82,419 120,556 112,385 127,594
Deposits . . . . ... ... .. ..... 11,598 22,042 11,033 11,746
Prepaid expenses . ........... 10,108 16,372 23,076 40,022
Value-added tax recoverable. . . . . . 6,748 21,888 28,468 24,657
Others . . ... .............. 15,179 279,224 18,486 8,069
Total . . ... ............... 126,452 208,082 193,448 212,088
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9 PROPERTY AND EQUIPMENT, NET

Property and equipment, net as of December 31, 2022, 2023 and 2024 and March 31, 2025 are as follows:

As of Decerber 31, As of Mareh 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Cost
Land . . ... o i - 39,312 39,312 40,551
Buildings . . .. ... ... - - 342,673 342,673
Electronic equipment . . . .. ... .. 79,663 114,237 139,418 155,983
Leasehold improvemeats. . . . .. .. 63,995 67,677 81,431 80,211
Machinery and equipment . . . . . .. 121,614 186,800 350,483 365,954
Furniture and fixture . . . . ... ... 54,851 78,169 193,150 193,246
Transportation vehicles. . .. .. ... 4,411 5400 6,487 7,842
Totalcost. . .. ............. 324,534 491,685 1,152,994 1,186,460
Less: Accumnlated depreciation . . . (84,329) (154,473) (274,177) (304,918)
Property and equipment, net . . . | 240,205 337,212 878,817 881,542
Construction in progress. ... ... . 264,748 534,399 65,401 98,744
Total. ... ................ 504,953 871,611 944,218 980,286

The buildings as of March 31, 2025 represents the Group’s new research, development and intelligent
manufacturing center in Shanghai, PRC. The Group completed the construction of this center and put it into use in
January 2024, Construction in progress as of March 31, 2025 represents the Group’s renovation and upgrade of
certain production line in Hertz factory. Depreciation expenses were RMB44,856, RMB77,701, RMB116,953,
RMB30,895 (unaudited} and RMB30,741 for the years ended Deceinber 31, 2022, 2023 and 2024 and three months
ended March 31, 2024 and 2025, respectively.

10. INTANGIBELE ASSETS, NET

Intangible assets, net as of December 31, 2022, 2023 and 2024 and March 31, 2025 are as follows:

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Software. . . ... ... ... ... 30,095 38,143 53,750 59,795
Technology . . . ... ..o n .. 8,390 65,235 61,445 62,477
Totaleost. . ... ............ 38,485 103,378 115,195 122,272
Less: Accmnulated amortization . . . (17,885) (24,648) (38,041) (42,509)
Intangible assets, net .. .... ... 20,600 78,730 76,554 79,763

Amortization expenses related to intangible assets were RMB7,914, RMB7,704, RMB13,993, RMB3,781
(unaudited) and RMB3,868 for the years ended December 31, 2022, 2023 and 2024 and three months ended March
31, 2024 and 2025, respectively.
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The estimated amortization expenses for each of the five succeeding fiscal years and thereafter are as follows:

11. LAND-USE RIGHTS, NET

Years ended
December 31,

RMEB

9,864
13,182
13,182
12,541
30,994

79,763

In March 202E, the Group acquired a land-use right at a total cost of RMB43,188 for approximately 26,615
square meters of land in Shanghai, the PRC for the construction of a factory., According to the land-use righis policy
in the PRC, the Group hus a 50-year use right over the land, and it is amortized over this period on a straight-line
basis, The Group recorded amortization expenses of RMBS864, RMB363, RMB863, RMB216 (unaudited) and
RMB216 for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025,
respectively. The weighted average remaining lease term was 45.94 years as of March 31, 2025,

12. LONG-TERM INVESTMENTS

As of December M,

As of March 31,

2022 2023 2024 2025
RMB RMB RMB RMB
Investments in equity securities
without readily determinable fair
value. .. ... 30,000 30,000 30,000 30,000
Investments in equity method
investee. . . . .. ... 1,856 1,811 1,798 1,787
Total . . .. ................ 31,856 31,811 31,798 31,787

13. OTHER NON-CURRENT ASSETS

Other non-current assets as of December 31, 2022, 2023 and 2024 and March 31, 2025 are as follows:

As of Decemiber 31,

As of March 31,

2022 2023 2024 2025
RMR RM8 RMS RMB
Prepayments for purchase of
property and equipment . . ... .. 46,083 77,596 89,847 46,168
Demeonstration fleet . . . ... ... .. 4,936 3,819 3,521 3,347
Long-term deposits . . .. ....... 3,836 8,612 6,111 7,369
Others . . . ..., ... . ...... 2,243 141 767 1,165
Other non-current assets. . . . ... 57,098 90,168 100,246 58,049

Long-term deposits mainly consist of rental deposit for offices and production capacity which will not be

collectible within one year.

~1-34 -



APPENDIX I ACCOUNTANTS’ REPORT

14. BORROWINGS

The short-term and long-term borrewings as of December 31, 2022, 2023 and 2024 and March 31, 2025 were
as follows:

As of December 3, As of March 31,
2022 2023 2024 2025
RME RMB RMB RME
Short-term borrowings:
Short-term bank borrowings . . . . - 109,900 148,800 51,776
Secured bank borrowings related
to discounted notes receivable . - - 80,000 119,000
Long-term bank borrowings,
current portion , . . . ... ..., - 1,782 116,453 118,490
Total. . . ................. - 111,682 345,253 280,266
Long-term borrowings:
Long-term bank borrowings . . . 18,472 285,898 269,438 300,288

Short-term bank borrowings

In November 2022, Shanghai Hesai entered into a short-term bank credit facility agreement for up to
RMB300,000 with an annual interest rate of China's one-year loan prime rate (“LPR”) minus 80 bps. The facility of
RMB300,000 was expired on November 23, 2023, During the year ended December 31, 2023, the Group drew down
RMB109,900 with an annual interest rate of 2,85% and a maturity date of January 16, 2024, During the year ended
December 31, 2024, the Group repaid RMB109,900. The outstanding balance were nil, RMB 109,900, nil and nil as
of December 31, 2022, 2023 and 2024 and March 31, 2023, respectively.

In December 2023, Shanghai Hesai cntered into a short-term bank credit facility agreement for up to
RMBS500,000 with an annual interest rate of China’s one-year LPR minus 80 bps. The facility of RMB500,000 will
expire on December 12, 2024, During the year ended December 31, 2024, the Group drew down RMB154,800 with
an annual interest rate range from 2.65% to 2.70%. The maturity dates ranged from January 31, 2025 to February 6,
2025, During the year ended December 31, 2024, the Group repaid RMB6,000. During the three months ended March
31, 2025, the Group repaid RMB 148,800. The outstanding balance were nil, nil, RMB148,800 and nil as of December
31, 2022, 2023 and 2024 and March 31, 2025, respectively. The weighted average interest rate on borrowings under
this agreement as of December 31, 2022, 2023 and 2024 and March 31, 2025 was nil, nil, 2.70% and nil, respectively.

In November 2024, Shanghai Hesai entered into a short-term bank facility agreement for up to RMBS500,000
with an annual interest rate of China’s one-year LPR minus 90 bps. The facility of RMB300,000 will expire on
November 19, 2027, During the three months ended March 31, 2025, the Group drew down RMB26,136 with an
annual interest of 2,20%, The maturity dates ranged from February 27 to March 4, 2026, The outstanding balance
were nil, nil, nil and RMB26,136 as of December 31, 2022, 2023 and 2024 and March 31, 2025, respectively.

In January 2025, Shanghzai Hesai entered into a short-term bank facility agreement for up to RMB200,000 with
an annual inierest rate of China’s one-year LPR minus 91 bps. The facility of RMB200,000 will expire on October
27, 2025, During the three months.ended March 31, 2023, the Group drew down RMB25,640 with an annual interest
of 2,19% and a maturity date of March 6, 2026. The outstanding balance were nil, nil, nil and RMB25,640 as of
Decembper 31, 2022, 2023 and 2024 and March 31, 20235, respectively.

The Group has RMB648,224 unused short-teri bank facility as of March 31, 2025,
Secured bank borrowings related to discounted notes receivable

During the year ended 2024 and three months ended March 31, 2025, the Group factored certain intercompany
notes receivable with a total face vaiue of RMB80,000 and RMB60,000 to several domestic banks for total proceeds
of RMB79,300 and RMB359,297, respectively, at effective interest rates ranging from 0.98% to 2.03%. As these
factoring of notes receivables was with recourse, the transactions did not qualify as a transfer of financial assets and
were recognized as secured bank borrowings included in short-term borrowings. The total intercompany notes
receivable pledged for secured bank borrowings was nil, nil, RMBS0,000 and RMB110,000 as of December 31, 2022,
2023 and 2024 and March 31, 2025, respectively.
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Long-term bank borrowings

In November 2022, Shanghai Hesai entered into a two-year facility of RMB700,000 with an annual interest
rate of China’s LPR minus 100 bps. The facility will expire on December 4, 2024. The usage of credit facility is
restricted to the purchasing of property and equipment for the production facility under construction in Jiading,
Shanghai. The credit facility is secured by Shanghai Hesai’s land-use rights and new research, development and
intelligent manufaciuring center with a total book value of RMB533,524 us of March 31, 2025. During the year ended
December 31, 2022, Shanghai Hesai drew down RMBI18,472. During the yecar ended December 31, 2023, Shanghai
Hesai drew down RMB261,345. During the year ended December 31, 2024, Shanghai Hesai drew down RMB18,570.
As of December 31, 2022, the outstanding balance was RMB18,472. As of December 31, 2023, the outstanding
balance was RMB279,817. As of December 31, 2024 and March 31, 2025, the outstanding balance was RMB298,387
of which RMB89,516 will be repaid within one year and had been reclassified to shori-term borrowings. The
weighted average interest rate on borrowings under this agreement as of December 31, 2022, 2023 and 2024 and
March 31, 2025 was 2.45%, 2.65%, 2.65% and 2.653%, respectively, The maturity dates of the remaining long-term
pertion ranged from June 4, 2026 to December 3, 2027,

In October 2023, Zhejiang Hertz entered into a one-year facility of RMB 110,000 with an annual interest rate
of China’s LPR minus 60 bps. The facility will expire on October 17, 2024, The usage of credit facility is restricted
to the purchasing of property and equipment for Hertz factory in Hangzhou, Zhejiang, the borrowing was guaranteed
by Shanghai Hesai. During the year ended December 31, 2023, Zhejiang Hertz drew down RMBS5,347. During the
year ended December 31, 2024, Zhejiang Hertz drew down RMB70,069 and RMB21,542 was repaid. As of December
31, 2023, the outstanding balance was RMB35,347 of which RMB 1,782 will be repaid within one year and had been
reclassified to short-term borrowings. As of December 31, 2024 and March 31, 2025, the outstanding balance was
RMBS53,874 of which RMB26,937 will be repaid within one year and had been reclassified to short-term borrowings.
The weighted average interest rate on borrowings under this agreement as of December 31, 2022, 2023 and 2024 and
March 31, 2025 was nil, 2.85%, 2.83% and 2.839%, respeciively. The maturity dates of the remaining long-term
portion ranged from April 17, 2026 to October 17, 2026,

In September 2024, Zhejiang Hertz entered into a five-year facility of RMB 150,000 with an annual interest rate
of 2.50% per annum. The facility will expire on September 17, 2029. The usage of credit facility is restricted to the
purchasing of property and equipment for Hertz factory in Hangzhoun, Zhejiang, the borrowing was guaranteed by
Shanghai Hesai, During the year ended December 31, 2024, Zhejiang Hertz drew down RMB31,637. During the three
months ended March 31, 2025, Zhejiang Hertz drew down RMB32,843. As of December 31, 2024, the outstanding
balance was RMB31,637. As of March 31, 2025, the outstanding balance was RMB64,480. The maturity date was
September 17, 2029,

In December 2023, the Group acquired a Swiss company and assumed the long-term borrowings of CHF299
(equivalent to RMB2,516) the company borrowed in 2020, which will mature in 2030, During the year ended
December 31, 2024, the Group repaid CHFS50. As of December 31, 2023 and 2024, the outstanding balance was
CHF299 (equivalent to RMB2,516) and CHF249 (equivalent to RMB1,993), respectively. As of March 31, 2025, the
outstanding balance was CHF249 (equivalent to RMB2,037) of which all the amounts will be repaid within one year
ahead of its original maturity date and had been reclassified to short-term borrowings.

The Group has RMB141,646 unused long-term bank facility as of March 31, 2025. The principal maturities
of the long-term borrowings as of December 31, 2022, 2023 and 2024 and March 31, 2025 are as follows:

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
2025 .. 5,542 85,728 - -
2026 . ... 5,542 85,728 116,453 116,453
2027 L 7,388 111,926 119,355 119,355
2028 and after . . . ... ... .. ... - 2,516 33,630 64,480
Total. . o oo v e 18,472 285,898 269,438 300,288
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15. NOTES PAYABLE

The Group issued short-term notes payable o settle part of payments to the constructien and raw material
suppliers.

The following is an aged analysis of notes payable presented based on the invoice date.

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Within 3 months. . ... ........ - 6,899 6,305 50,190
4to6months . ............. - iﬁ ﬂ_l. ﬂ?ﬁ
Totalk. . . ... ... ... ... ... .... w &0_9_6_ 53,982

16. ACCOUNTS PAYABLE

The following is an aged analysis of accounts payable presented based on the inveice date.

As of December 31, As of March 31,

2022 2023 2024 2025

RMB RMB RMB RMB
Within 6 months. . . .......... 200,379 268,908 344,802 345,344
Tmonthsto L year . .......... 73 302 - 1,253
lto2years, . . .o o v v v 229 - - 61
Over2years ., . . ... vunnn.. - 229 209 209
Total. .. ... ......... .. ... 206,681 269,439 345,011 346,867

The average credit period on purchases of goods is 90 days.
17. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities as of December 31, 2022, 2023 and 2024 and March 31, 2025
are as follows:

As of December 31, As of March 31,
2022 2023 2024 2025
RMB RMB RMB RMB
Salaries and welfure payables. . . . . 166,923 195,014 232,927 88,325
Payables for purchase of property
and equipment. . .. ... ... ... 102,181 179,839 124,333 90,720
Accrued expenses . .. .. ... ... 41,558 65,159 111,877 121,941
Current portion of operating lease
liabilities . . .............. 34,975 34,993 16,103 17,686
VAT and other tax payables . . . ... 5,903 15,847 28,563 39,356
Advances from employees., . . . ... 4,962 3472 2,923 2,715
Total. . .................. 356,502 498,324 516,726 360,743
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18. LEASES

The Group has operating leases for offices and factories. The Group recognized ROU assets of RMB44,349,
RMB151,871, RMBI114,260 and RMB81,928 and corresponding current operating lease liabilities of RMB 34,975,
RMB34,993, RMB16,103 and RMB17,686 in accrued expenses and other current liabilities, and long-term operating
lease liabilities of RMBI10,139, RMB119,413, RMB98,370 and RMB69,796, as of December 31, 2022, 2023 and
2024 and March 31, 2025, respectively. The weighted average remaining lease term was approximately 4.64 years
as of March 31, 2025, and the weighted average discount rate were 4.25%, 2.85%, 2.70% 2.77% and 2.55% for the
years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025, respectively,

For the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025,
operating leasc expenscs were RMB34,596, RMB37,878, RMB39,517, RMB14,288 (unaudited) and RMB4,174,
respectively.

The maturities of lease liabilities as of December 31, 2022, 2023 and 2024 and March 31, 20235 were as
follows:

As of December 31, As ol March 31,
2022 2023 2024 2025
RMB RMB RMB RMB
2023 L. 36,025 - - -
2024 ... 7,145 38,305 - -
2025 ... 3,282 25,951 18,963 14,986
2026 . .. - 24,672 24,672 18,502
2027 © . - 24,877 24,672 18,502
2028 .. - 27,139 27,139 20,352
2029 L L. - 24,877 27,139 20,352
Total lease payment . . . . . ..., . 46,452 165,821 122,585 92,694
Less: imputed interest .. ....... (1,338) (11,415) {8,112) (3,212)
Present value of minimum
operating lease payments . . . , , 45,114 154,406 114,473 87,482
Less: Current operating lease
linbilities . . .. ............ (34,975) (34,993) (16,103) (17,686)
Leong-term operating lease
liabilities. . . . ... ......... 10,139 119,413 98,370 69,796

Cash paid for amounts included in the measurement of operating lease liabilities for the years ended
December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025 were RMB28,136,
RMB35,982, RMB35,900, RMB11,988 (unandited) and RMB3,815, respectively. Right-of-use assets obtained in
exchange for the operating lease liabilities in non-cash transactions for the years ended December 31, 2022, 2023 and
2024 and three months ended March 31, 2024 and 2025 were RMB37,414, RMB133,661, nil, nil (unaudited) and nil,
respectively.

Pursuant to the lease agreement dated in February 2025, the Group’s certain leased space was decreased, which
led to partial termination of the lease contract. The difference between the decrease in the carrying amount of the
lease liabilities and the proporticnate decrease in the carrying amount of the right-of-use assets was recorded as
deduction of operating lease expenses of RMB 1,743 in consolidated statements of comprehensive (loss) income. The
decrease of lease liabilities constituted a non-cash financing activity of RMB28,787.
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19. REDEEMABLE SHARES

Since its establishment, Hesai Photonics has received several rounds of equity financing in the form of Series
A+/B/B+/C-1/C-2/C-3 redeemable equity from external investors from March 2017 to July 2019. On August 1, 2020,
in conjunction with the conversion of Hesai Photonics into a joint stock company Shanghai Hesai, all the outstanding
redeemable equity was converted into ordinary shares of Shanghai Hesai at no consideration, all in the same
proportion as the percentage of equity interest they held in Hesai Photonics. In the secend qoarter of 2021, the Group
signed agreements (the “Side Letters™) with certain Series A+/B/B+/C-1/C-2/C-3 sharcholders and Series D
sharcholders holding 54,551,513 Class B Ordinary Shares, whereby the Group has agreed to provide an option for
these shareholders to re-designate their ordinary shares to preferred shares in the event that the Company fails to
complete an overseas IPQ within twelve months following the dates of the agreements. Among all the preferred rights
associated with the shares, the agreements provide the investors with the right to redeem if a Qualified-IPO has not
been consummated by December 31, 2022. The redemption price of the redeemable shares shall be the issue price
plus a compound interest rate of 8% per annum for each year such redeemable shares was outstanding, ¢alculated
from the date of payment of consideration for subscription through the date of redemption thereot (and calculated on
a pro rata basis in case of a partial year) plus all declared but unpaid dividends thercon up to the date of actual
payment of such redemption price, proportionally adjusted for share subdivisions, share dividends, reorganizations,
reclassifications, consolidations or mergers. The redemption right is exercised in the sequence of Series D, Series C+,
Series C-1/C-2/C-3, Series B+, Series B, and Series A+ redeemable shares.

The Company has accounted for these agreements as material amendments such that extinguishment
accounting is applied to these shares at the agreement dates, Given these shares are redeemable upon zn event not
solely within the control of the Company, the Company has reclassified the 54,551,513 Class B Ordinary Shares from
permanent equity to mezzanine equity at their current fair values and the difference is recorded as deemed dividend
in the amount of RMB2,131,572, by charging against retained earnings, or in the absence of retained earnings, by
charges against additional paid-in capital. Once additional paid-in-capitat has been exhansted, additional charges are
recorded by increasing the accumulated deficit. Except for Scries D shares, all of the other series shares have carrying
value higher than their respective redemption value, as such, no accretion to redemption value is recorded. For Series
D shares, the change in redemption value is RMB79,758 and RMB446,419, which are recorded as deemed dividends
for the years ended December 31, 2021 and 2022, respectively.

Upon the completion of the Company’s TPO in United States on February 9, 2023, 54,551,513 redeemable
shares were reclassified into 54,551,513 Class B Ordinary Shares on a one-on-one basis in accordance with the tenns
stipulated by the Side Letters.

20. ORDINARY SHARES

Holders of Class A Ordinary Shares and Class B Ordinary Shares of the Company have the same rights, except
for voting rights. Holders of Class A Ordinary Shares are entitled to ten votes per share in all sharecholders’ meetings,
while holders of Class B Ordinary Shares are entitled to one vote per share,

In February and March 2023, 54,551,513 redecmable shares were reclassified into Class B Ordinary Shares
upon IPO and the Company issued 10,125,118 Class B Qrdinary Shares in connection with its IPO in the United
States.

In August 2023 and March 2025, 4,000,000 and 2,500,000 Class B Ordinary Shares were issued, respectively,
to the Company’s depositary bank, Deutsche Bank, reserved for future issuances of shares upon the exercises of share
options or vesting of restricted shares under the 2021 share incentive plan (the “2021 Plan™). These shares are
considered to be issued and not outstanding until such a time when the issuance occur for the exercise of share options
or vesting of restricted shares.

In the fourth quarter of 2024 and the first quarter of 2025, 17,474 and 3,017,044 Class A Ordinary Shares held
by certain founders were sold to third party investors and converted into Class B Ordinary Shares, respectively.
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21. NLET REVENUES

The following table presents the Group’s net revenues for the years ended December 31, 2022, 2023 and 2024

and three months ended March 31, 2024 and 2025.

For the year ended December 31,

Three months ended March 31,

21022 2023 24 2024 2025
RMB RMB RMB RMB RMB
{nnaudited})
Product revenues
LiDAR products. . . .. ... .. 1,122,237 1,735,254 1,946,775 350,596 508,177
Other revenues . .. ....... 29,630 29,636 19,259 2,381 2,476
Service revenues
Engineering design,
development and validation
SEIVICES . . . ... . 43,101 100,493 100,290 2,291 12,649
Other services . . .. .. ..... 7,702 11,606 10,833 3,852 2,000
Total . . .. .............. 1,202,670 1,876,989 2,077,157 359,120 525,302

The following table summarizes the Group’s revenues recognized at a point in time or over time:

For the year ended December 31,

Three months ended Marveh 31,

2022 2023 2024 2024 2025
RMEB RMB RMB RMB RMB
(unaudired)
Revenues recognized at a
point in time . . . .. ... 1,175,758 1,783,803 2,038,302 359,120 525,302
Revenues recognized over
time . ............ 26,912 93,186 38,855 - -
Total . . . .. ......... 1,202,670 1,876,989 2,077,157 359,120 525,302

The following table summarizes the Group's revenues disaggregated by the different geographic location,

For the year ended December 31,

Three months ended March 31,

2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB
{unandited}
Revenues by geographic
location
Mainland China .. .. ... 697,294 991,912 1,542,793 228,883 423,271
North America . . ... ... 358,549 748,147 280,874 73,778 67,382
Europe. ... ......... 86,153 70,500 161,095 35,565 18,235
Other regions. . . . ... .. 60,674 66,430 92,395 20,894 16,394
Total. . ............ 1,202,670 1,876,989 2,077,157 359,120 525,302
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The movements of the Group’s accounts receivable and contract balances are as follows:

Accounts receivable Conlrict assets Contract liabilities
RMB RMH RMA
Ending Balance as of January 1, 2022 . . . . .. 85,821 146,537 122,603
Increase {decrease), net . .. ............. 309,223 (133,937) {82,225)
Ending Balance as of December 31, 2022 . . . . 485,044 12,600 40,378
Increase (decrease), net .. ... ........... 39,774 7,088 39,547
Ending Balance as of December 31, 2023 , . .. 524,818 19,688 79,925
Increase (decrease), net . . ... .. ... ... ... 240,209 9,779 (46,931)
Ending Balance as of December 31, 2024 . . .. 765,027 9,909 32,994
Increase (decrease), net . ... .. ... ....... 192,617 - (6,016)
Ending Balance as of March 31, 2025 . . .. .. 957,644 9,909 26,978

Revenues with amount of RMB109,120, RMB37,111, RMB72,585, RMB38,341 (unaudited) and RMB6,016
were recognized in the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and
2025, respectively, that were included in the balance of contract liabilities at the beginning of each year.

22. OTHER OPERATING INCOME, NET

The following table presents the Group’s other operating income, net for the years ended December 31, 2022,
2023 and 2024 and three months ended March 31, 2024 and 2025,

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2028
RMB RMB RMB RMEB RMB
{unandited)
Project-based payment . . . - - 203,319 - -
Government grants . . . ., 10,825 14,280 71,174 20,034 30,098
Gain from disposing of
subsidiary ... ... ... - 6,129 - - -
Gain from transferring
patents . ... ... ... - 6,111 - - -
Others . . ........... 8) - 1,600 7.422 5,158
TFotal.............. 10,817 26,520 276,093 27,456 35,256

In October 2024, the Group received a one-off project-based payment of US$28,754 (equivalent to
RMB203,319) from a leading global OEM headquartered in the United States (“the OEM customer”). This payment
was intended to compensate the Group for the investments in research and development, as well as the actual costs
of work-in-progress and raw materials incurred in connection with a coniract with the QEM customer entered in
March 2023. This contract, originally set te remain effective through December 2025, was terminated by the OEM
customer due to the suspension of the relevant project by it.

Government grants mainly consist of the value-added tax benefits, operating subsidies and production line
construction subsidies received from PRC local governments.

~ 141 -



APPENDIX I ACCOUNTANTS’ REPORT

23. INCOME TAXES
United States

The applicable income tux rate of United States where the Company’s subsidiaries having significant
operations for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025
is 27.98%, which is a blended state and federal rate.

PRC

The PRC Enterprise Income Tax Law {“EIT Law”), which became effective on January 1, 2008, applies a
uniform enterprise income tax {“EIT”) rate of 25% to both foreign-invested enterprises (“FIEs”) and domestic
enterprises. Certified High and New Technology Enterprises (“HNTE") are entitled to a favorable statutory tax rate
of 15%, but need to re-apply every three years. During this three-year period, an HNTE must conduct a qualification
self-review each year to ensure it meets the HNTE criteria and is eligible for the 15% preferential tax rate for that
year. If an HNTE fails to meet the criteria for qualification as an HNTE in any year, the enterprise cannot enjoy the
15% preferential tax rate in that year, and must instead use the regular 25% EIT rate.

Shanghai Hesai applied for the HNTE qualification and received approval in December 2019, and such
qualification was renewed in November 2022 for 2022 to 2024, Shanghai Hesai was entitled to continue to enjoy the
beneficial tax rate of 15% as an HNTE for the years ended December 31, 2022, 2023 and 2024 and three months
ended March 31, 2025. Zhejiang Hertz applied for the HNTE qualification in December 2024 and was entitled to
enjoy the beneficial tax rate of 15% as an HNTE for the years ended December 31, 2024, 2025 and 2026. While
Shanghai Hesai and Zhejiang Hertz are in accumulated tax loss status as of March 31, 2025, the aforesaid tax benefits
are not utilized.

According to relevant laws and regulations promulgated by the State Administration of Tax of the PRC,
enterprises engaging in R&D activities are entitled to claim 200% of their qualified research and development
expenses so incurred as tax deductible expenses when determining their assessable profits for 2021 and afterwards
(“Super Deduction”) when enterprise engage in manufacturing business. The additional deduction of qualified
research and development expenses can only be claimed directly in the annual EIT filing and subject to the approval
from the relevant tax authorities. -

Withhoelding tax on undistributed dividends

Under the EIT Law enacted by the National People’s Congress of the PRC, dividends generated after January 1,
2008 and payable by a foreign investment enterprise in the PRC to its foreign investors who are non-resident
enterprises are subject to a 10% withholding tax, unless any such foreign investor’s jurisdiction of incorporation has
a tax treaty with the PRC that provides for a different withholding arrangement.

In accordance with accounting guidance, all undistributed earnings are presumed to be transferred to the parent
company and are subject to the withholding taxes. All FIEs are subject to the withholding tax from January 1, 2008.
The presumption may be overcome if the Group has sufficient evidence to demonstrate that the undistributed
dividends will be re-invested and the remitrance of the dividends wilt be postponed indefinitely. The Group did not
record any dividend withholding tax, as it has no retained earnings for any of the years presented.

The EIT Law also provides that an enterprise established under the laws of a foreign country or region but
whase “de facto management body” is located in the PRC be treated as 2 resident enterprise for PRC tax purposcs
and consequently be subject to the PRC income tax at the rate of 25% for its global income, The Implementing Rules
of the EIT Law merely define the location of the “de facto management body” as “the place where the exercising,
in substance, of the overall management and control of the production and business operation, personnel, accounting,
properties, etc., of a non-PRC company is located.” Based on a review of surrounding facts and circumstances, the
Group does not believe that it is likely that its operations outside of the PRC will be considered a resident enterprise
for PRC tax purposes. However, due to limited guidance and implementation history of the EIT Law, there is
unceriainty as to the application of the EIT Law. Should the Company be treated as a resident enterprise for PRC tax
purposes, the Company will be subject to PRC income tax on worldwide income at a uniform tax rate of 25%. The
Company is not subject to any ather uncertain tax position.
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The current and deferred portion of income tax expenses included in the consclidated statements of operations
and comprehensive (loss) income are as follows:

Current tax expenses
(benefits) . .. .......

Deferred tax (benefits)
EXPEnses . . .. ... ...

Income tax (benefits)
expenses . .. .......

For the year ended December 31,

Three months ended Mareh 31,

2022 223 2024 2024 2025
RMB RMB RMB RMB RMB
{wnaudited}
2 13 1,130 248 67)
(68) 645 - - -
(66) 658 1,130 248 67)

Net loss before income tax by tax jurisdiction:

Net loss before income tax
from PRC operations . . .

Net (loss) profit before
income tax from non-
PRC operations . . . . ..

Total net loss before
incometax, . .......

For the year ended December 31,

Three months ended March 31,

2022 2023 2024 2024 2025
RMB RMB RMEB RMB RMB
{unaudited}
(251,302) (480,479) (25,325) (98,502) (840)
(49,529) 5,169 (75,921) (8,175) (16,776)
(300,831) {475,310) (101,246) (106,677) (17,616)

A reconciliation between the effective income tax rate and the PRC statutory income tax rate is as follows:

For the year ended December 31,

Thr¢e months ended March 31,

2022 2023 2024 2024 2025
(unandited)

Statutory income tax rate . 25.00% 25.00% 25.00% 25.00% 25.00%
Effect of different tax rate

of different jurisdictions. (3.09)% (0.79)% 8.00% (2.70)% 11.87%
Non-deductible expenses* . (6.10)% (12.42)% (17.31% (10.45)% (37.45)%
Effect of super deduction

on R&D expenses . ... 41.00% 37.21% 105.66% 26.77% 186.09%
Tax-free income .. ... .. - 0.32% 0.38% 0.20% 0.01%
Effect of change of

valuation allowance . . . (56.77Y% (49.46)% {122.79)% (39.11)% (185.t 4%
Income tax expenses. . . . 0.02% (0.14) % (1.12)% (0.23)% 0.38%
* Non-deductible expenses mainly consist of share-based compensation.
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Deferred tax assets and deferred tax linbilities

As of December 34, As of March 31,
2022 2023 2024 205
RME RMB RMB RMB
Deferred tax assets
— Net operating loss carry forwards, . . . 373,215 547,908 712,079 748,671
— Deductible temporary differences. . . . 31,348 71,706 79,736 81,617
— Deferred revenue. . . ... ... ..... 6,294 19,620 15,283 14,453
Less: valuation allowance . . . . .. ... .. (410,857) (639,234) (807,098) (844,741)
Total deferred tax assets . . ... ...... - - - -
Deferred tax liabilities
~ Identifiable intangible assets from
business combination.. . .. ... .. .. 439 - - -
Total deferred tax liabilities. . . . .. ... 439 - - -
Movement of valuation allowance
Movement of valuation allowance is as follow:
For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB
(unaudited}
Balance at beginning of
the year/period . .. ... 241,485 410,857 639,234 639,234 807,098
Addition. . .. ... ..... 169,372 228,377 167,864 51,470 37,643
Total. . . ........... 410,857 639,234 807,098 690,704 844,741

For the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025,
the Group had net operating loss carry forwards of approximately RMB1,492,808, RMB2,221,545, RMB2,883,551,
RMB2,419,187 (unaudited) and RMB3,046,803, respectively, which mainly arose from the subsidiaries established
in the PRC and United States, The loss carry forwards will expire during the period from 2026 to 2035, while the
federal loss carry forwards for US entities do not expire and can be carried forward indefinitely. The Group had
pravided a full valuation allowance for the deferred tax assets as of December 31, 2022, 2023 and 2024 and March
31, 2025, as management determined that deferred tax assets were not more likely than not to be realizable in future
tax years based on all available evidence.

24, SHARE-BASED COMPENSATION

In June 2021, the Board of Directors of the Company approved the 2021 Plan, which autharized the issuance
of all awards to purchase up to 16,365,047 ordinary shares to the Group’s employees, directors, and consultants, as
determined by the Board of Directors of the Company.

Employce share options

On March 10, 2025 under the 2021 Plan, the Company granted 372,780 share options to certain employees,
the vesting schedule of the awards include:

(1)  Twenty-five percent (25%) of the 372,780 options to be vested on each of the first, secoad, third and
fourth anniversaries of the vesting commencement date.
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The binomial option pricing model was applied in determining the estimated fair value of the options granted.
The model requires the input of subjective assumptions, The following table presents the assumptions used to
estimate the fuir values of the share options granted for the years ended December 31, 2022, 2023 and 2024 and three
months ended March 31, 2024 and 2025:

For the year ended December 31,

Three months ended Rarch 31,

2022 2023 2024 2024 2025
{unaudited)

Expecied volatility. . . . . . . 7400% ~ 80.00%  82.00% - 85.00%  84.00% - 89.00%  84.00% - 85.00% 99.00%
Risk-free interest rate (per

annum) ..o .. 1.94% - 3.83% 357% - 4.47% 3.74% - 4.50% 4.30% - 4.32% 4.10%
Expected dividend yield . . . . 0.00% 0.00% 0.00% 0.60% 0.00%
Employee forfeiture rate (per

awoum) ... 380% - 3.92% 2.40% - 1.50% 7.50% - 13.30% 1.50% 15.60%
Exercise multiples. . . . . .. 2,50 2350 2,50 2.50 2.50
Expected term. . . . . . . .. 7.00 7.00 7.00 1.00 7.00
Fair value of underlying

ordinary share (per share). . USS$18.11 - 19.91 US§7.95 - 1547 U883.62 - 5.06 US$3.62 - 4.39 US§516.01
Fair value of awards on

valuation date . . . . . . . . USSE2.03 - 1711 US$5.38 - 10.51 USE3.11 - 474 US$H3.14 - 4.63 US$13.83

(1)  Expected volatility

Expected volatility was estimated based on historical volatility of comparable companies for the period before
the valuation date with length commensurate to contractual life of the share option.

(2}  Risk-free inferest rate (per annim)

Risk-free interest rate was estimated based on the US Government Bond around the valuation date.

(3)  Expected dividend yield

The dividend yield was estimated as zero based on the plan to retain profit for corporate expansion and no

dividend will be distributed in the near future.
(4)  Employee forfeiture rate (per annum)
Employee forfeiture rate was estimated by the management using employee resignation statistics.
(5) Exercise multiple
Assumption on exercise muliiple is made with reference to academic research.
(6) Expected term
The expected term was the life of options extracted from option agreements.
(7)  Fair value of underlying ordinary share (per share)

The fair value was the Group’s stock price on valuation date.
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The following table summarizes the activities of the Group’s share options classified as equity for the three
moaths ended March 31, 2025:

Weiglted
Weighted Welghted average
Number of averiage average grant remaining Aggregale
oplions exercise price date foir value contract life intrinsic value
RMB RMB Yeuars RMB
OQutstanding at January 1,

2025 ... oo 9,917,509 11.52 42,10 541 887,259
Granted . . .............. 372,780 25.33 99.38 - -
Forfeited. . . . ... .. ....... 273,765 10.10 - - -
Exercised . .. ... ......... 942,508 12.74 - - 84,552
QOutstanding at March 31, 2025. 9,074,016 10.09 43.02 5.04 881,695
Vested and expected to vest as

of March 31, 2025. ... .... 9,074,016 10.09 43.02 5.04 881,695
Exercisable as of March 31,

2025. .. 2,838,448 11.43 48.10 3.68 271,860

The weighted-average grant-date fair value of options granted during the years 2022, 2023, and 2024 and three
months ended March 31, 2024 and 2025 was RMB121.62, RMBS55.08, RMB25.34, RMB22.53 (unaudited) and
RMB99.38, respectively. The total intrinsic value of options exercised during the years ended December 31, 2022,
2023, and 2024 and three months ended March 31, 2024 and 2025, was nil, RMB74,380, RMB370,257, RMB38,008
(unaudited) and RMB84,552, respectively.

Total compensation expense recognized for the years ended December 31, 2022, 2023 and 2024 and three
months ended March 31, 2024 and 2025 was RMB104,750, RMB228,312, RMB109,391, RMB36,000 (unandited)
and RMB24,502, respectively.

As of March 31, 2025, there was RMB209,250 of unrecognized compensation expenses, which is expected to
be recognized over a weighted average period of 2.83 years.

Restricted share units (“RSUs)}

On Febroary 7 and March 10, 2025 under the 2021 Plan, the Company granted 22,166 RSUs to eligible
management team, the vesting schedule of the awards include:

(1)  Fifty percent {(50%) of the 17,858 RSUs to be vested on each of the first and second anniversaries of
the vesting commencement date,

(2)  Twenty-five percent (25%) of the 4,308 RSUs to be vested on each of the first, second, third and fourth
anniversaries of the vesting commencement date.

The following table sunmmarizes the activities of the Group’s RSUs classified as equity for the three months
ended March 31, 2025:

Weighted average grant

Numbers of RSUs date Tair value
RMB
Qutstanding at Janwary 1, 2025 .. .. . .. ... ... ... .. 550,347 38.25
Granted . . . . . . . e e e e 22,166 [18.90
Forfeited . . ... ... ... . . . . . . e 20,623 30.54
Vested . . . . oo o e e 52,385 45.27
Qutstanding at Mareh 31,2025, . . .. ... ... ........ 499,505 41,42
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The Group did not grant RSUs during the years 2022, The weighted-average grant-date fair value of share waits
granted during the years 2023 and 2024 and three months ended March 31, 2024 and 2025 was RMB76.52,
RMB31.22, RMB27.75 (unaudited) and RMB118.90, respectively. The total intrinsic value of share units exercised
during the years ended December 31, 2023 and 2024 and three months ended March 31, 2024 and 2025 was
RMB2,252, RMB7,78%, RMB1,281 (unaudited) and RMB3,626. Total compensation expense recognized for the years
ended December 31, 2023 and 2024 and three months ended March 31, 2024 and 2025 was RMBS5,646, RMB6,507,
RMB 1,633 (unaudited) and RMB 1,684,

As of March 31, 2025, there was RMB20,171 of unrecognized compensation expenses, which is expected to
be recognized over a weighted average period of 2.48 years.

Tandem award

Tn May 2022, the Company granted an employece with a share option award of 60,000 shares with a per share
exercise price of US$18.65, which is based on the fair value of the ordinary share at the date of the grant, The options
will vest ratably over a four-year period with 25% vested every year. The option agreement includes a provision
whereby the grantee can choose 1o receive cash payment at US$8 per share for any options that are vested but not
cxercised if his employment upon termination of employment when such grantee continuously work for the Group
for four years. Exercise of share options cancels the cash award, and the cash redemption cancels all the vested share
options. The Company considered this award as a combination grant of a cash settlement component with
compensation cost measured based on the combined value.

This tandem award was originally classified as liability. In April 2024, share options were exercised and
converted into equity. Total compensation expense recognized for the years ended December 31, 2022, 2023 and 2024
and three months ended March 31, 2024 and 2025 was RMB469, RMB666, RMB 166, RMB 166 (unaudited) and nil,

respectively.
Share-based compensation for all employee share options, restricted share units and tandem award

The Group recorded share-based compensation expense of RMB105,219, RMB234,624, RMEL16,064,
RMB37,800 (unaudited) and RMB26,186 for the years ended December 31, 2022, 2023 and 2024 and three months
ended March 31, 2024 and 20235, respectively, which were classified in the accompanying consolidated statements
of operations as follows:

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMEB
(unaudired)
Cost of revenues, . . . ... 8,037 16,245 6,932 2,249 1,935
Sales and marketing
EXPENSES . v v v v v h s 6,291 20,682 12,972 2,782 4,158
General and administrative
eXpenses . . . . ... ... 48,998 63,326 21,176 14,948 4,193
Resecarch and development
expenses . ... ...... 41,893 134,371 68,384 17,821 15,900
Total . . ... ......... 105,219 234,624 116,064 37,800 26,186
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25. RELATED PARTY TRANSACTIONS

Major related parties that transacted with the Group and their respective relationship to the Group listed as
below:

Name of the related partics Relatienship
Mr.KaiSun ... .. ... Founding Shareholder

Mr. YifanLi ... ... ... .. ... Founding Shareholder

Mr. Shaoging Xiang ................... Founding Sharecholder

Mr. Minglie Hn . . ....... ... .. ... ... Shareholder

Mr.MinAi ... . e Shareholder

Shanghai Leyi Technelogy L.P ... ... ....... An affiliate of the sharcholder of the Group

{a) For the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and
2025, significant related party transactions were as tollows:

Three months cnded

For the year ended December 31, March 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMEB
(unaudited)
Payment for equity
acquisition consideration
Founding Sharehelders and
certain shareholders . . . . . - 17,506 - - 292,721
Total ............... - 17,506 - - 292,721

Three months ended

For the year ended Decemsber 31, March 31,
2022 2023 2024 2024 2025
RMB RMB RMB . RMB RMB

funaudited}

Subscription consideration
received from shareholders
Founding Sharcholders and
certain shareholders ., ... .. - 17,506 - - 292,721

17,506 - 292,121

g
=
B
!

(b}  The amounts due from related parties for the end of each Track Record Period represent the proceeds
receivable from an affiliate of the shareholder of the Group for exercises of employee share options
which are non-trade in nature. The amounts have been settled as of the date of this report.
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(c) The emounts due to related parties represent:

As of December 31, As of March 31,
2022 2023 2024 2028
RMB RMB RMB RMB
Amounts due to related
parties, net of allowance
Founding Shareholders and
certain shareholders (i) . . . 334,283 326,028 326,256 -
An affiliate of the sharcholder
of the Group (#i) . . ..... - 14,023 8,997 5,335
Total . . .............. 334,283 340,051 335,253 5,335
Notes:
¢) In May 2021, as an integrated step of the 2021 Reorganization, in order to comply with certain

@i

PRC foreign currency control rules and regulations, the Founding Shareholders and certain
investors are in the process of applying for permissions to pay the subscription consideration to
the Company. Once they obtained the approval to pay the subscription receivables at Cayman
Company level, the Group will then settle the consideration payable for the acquisition of their
equity interests in Shanghai Hesai to facilitate their payment of the subscription receivable for the
ordinary shares of the Company as part of the reorganization. The amounts due to Founding
Shareholders and certain sharcholders are non-trade in nature, An amount of RMB507,620,
RMB17,506 and RMB292,721 has been settled in 2021, 2023 and the first quarter of 2025,
respectively. All payables or subscription receivables related to the 2021 Reorganization were
settled as of March 31, 2025.

The balances are non-trade, interest free, repayable on demand and have been settled as of the
date of this report.

26, LOSS PER SHARE

The followin

g table sets forth the computation of basic and diluted losses per share for the years and perieds

indicated:
For the year ended December 31, Three months ended Mavch 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB
{unaudited)
Numerator
Netloss . ........... (300,765) (475,968} (102,376) (106,9235) (17,549)
Deemed dividend . . . ... (446,419 - - - -
Net loss attributable to
ordinary shareholders
of the Company . . . .. (747,184) {475,968) (102,376) {106,925) (17,549)
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For the yeur ¢nded December 31, Three months ended March 31,
2022 2023 2024 2024 2025
(wnaudited}

Denominator
Weighted average number

of ardinary shares

outstanding-basic and

dituted . .......... 115,534,593 124,783,013 129,188,125 127,336,569 131,456,631
Basic and diluted net loss

per share attributable to

ordinary shareholders

(RMB) ........... (6.47) (3.81) 0.79 (0.84) 0.13)

For the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025,
the following share options were excluded from the calculation of diluted net loss per ordinary share, as their
inclusion would have been anti-dilutive for the period prescribed.

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
funaudired)

Shares issuable upon
exercise of share options. 9,608,634 10,191,721 9,917,509 11,141,927 9,074,016

Shares issuable upon vest

of restricted share units . - 153,321 550,347 309,644 499,505
Shares issuable upon

exercise of tandem

award . .. ... ... 60,000 60,000 - 60,000 -
Total, . .. .......... 9,668,634 10,405,042 10,467,856 11,511,571 9,573,521

27. EMPLOYEE BENEFIT
Mainland China Contribution Plan

Full time employees of the Group in the PRC participate in a government-mandated defined contribution plan
pursuant to which certain pension benefits, unemployment insurance, employee housing tund and other welfare
benefits are provided to employees. PRC labor regulations require that the Group to accrue for these benefits based
on a certain percentage of the employees’ salaries. The total contribution for such employee benefits were
RME82,877, RMB122,844, RMB 133,066, RMB28, 149 (unaudited) and RMB32,010 for the ycars ended December
31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025, respectively. The Group has no ongoing
obligation to its employees subsequent to its contributions to the PRC plan,

28. STATUTORY RESERVES AND RESTRICTED NET ASSETS

The Group’s entities in the PRC are required under PRC taws to distribute its after-tax profits of the current
vear and set aside at least 10% of its after-tax protits each year, if any, to fund certain statutory reserve funds until
such reserve funds reach 50% of their registered capital. The statutory reserve funds are not distributable as cash

dividends. The Group has no statutory resesve balance as of December 31, 2022, 2023 and 2024 and March 31, 2025.

The PRC entities with the Group are restricted from transferring their net assets to the Company, which include
paid-in capital and statutory reserves. As of March 31, 2025, the balance of restricted net assets was RMB3,363,394.

- 1-50 -



APPENDIX I ACCOUNTANTS’ REPORT

29. COMMITMENTS AND CONTINGENCIES
Capital expenditure commitments related te the manufacturing facilitics and investment commitments.

Future minimum capital payment under non-cancelable agreements are as follow;

As of March 31, 2025

RMB

The remaining of 2025 . . . . . . . .. . 188,878

Royalty fee commitments

The Group is obligated to make royalty payments to a third party from 2020 through 2030. For each year
starting from 2023, the royalty payment is determined to be the greater amount of a base payment of US$3.0 million
(except for the year of 2030, where the base payment shall be U5$0.3 million) or amount calculated based on a tiered
percentage of net revenues. In particular, the percentage should be 4%, 3% and 2% for the net revenues of rotational
scanning product from US$0 to US$425,000, from US$425,000 to US$2,925,008, and from US$2,925,000 to above,
respectively. Net sales do not include (a) taxes, tariffs, customs duties, excise, or other governmental charges (except
income tax) levied and that are separately stated in an invoice, (b) reasenable charges for freight or insurance that
are separately stated in an invoice and borne by the Group or its affiliates.

The actual royalty fees for the years ended December 31, 2022, 2023 and 2024 and three months ended March
31, 2024 and 2025 were RMBI8,044, RMB35,288, RMB24,542, RMB6,869 (unandited) and RMB6,522,
respectively.

Contingencics

The Group may from time to time be subject to various legal or administrative claims and proceedings arising
in the ordinary course of business.

On April 7, 2023, the Company and certain of its officers, directors, authorized U.S, representative, and IPO
underwriters were named as defendants in a putative securities class action filed with federal court, alleging that the
Company made false and misleading statements in its IPO registration statement.

On April 11, 2023, Ouster Inc. (“Ouster”) filed a complaint against the Company with the United States
District Court for the District of Delaware (“Delaware Action™) for alleged patent infringement relating to the
production, use, sale and/or importation of certain LIDAR systems and/or components thereof. In March 2025, the
District Court of Delaware dismissed Quster’s complaint without any conditions, financial settlement or injunctive
relief imposed.

The Group dees not believe that any currently pending legal or administrative proceeding to which the Group
is a party will have a material adverse effect on the financial statements. As of March 31, 2025, the accrued
contingent liability was nil.

30. PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMATION

The parent company only condensed financial information has been provided pursuant to the requirements of
Rule £2-04{a) and 5-04(c) of SEC Regulation S-X when the restricted net assets of consolidated subsidiaries exceed
25 percent of consolidated net assets as of the end of the most recently completed fiscal year. The Company does not
inclnde condensed financial information as to the changes in deficit as such financial information is the same as the
consolidated statements of changes in shareholders® deficit,
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Condensed balance sheets of parent company

ASSETS
Cash and cash equivalents . .. ..............
Short-term investments . . .. ...............
Prepuyments and other current assets. . . .. ... ...
Investments in subsidiaries . . .. ........... ..
Property and equipment, net . . . ... ....... ...

TOTALASSETS ... ... ... ... . . o

LIABILITIES, MEZZANINE EQUITY AND
SHAREHOLDERS* (DEFICIT) EQUITY
Amounts due to subsidiaries . . . .. ...........
Accrued expenses and other current liabilities . . . . .

TOTAL LIABILITIES . ...................

Mezzanine equity
Redeemable shares {(US$0.0001 par value,
54,551,513, nil, nil and nil shares issued and
outstanding as of December 31, 2022, 2023 and
2024 and March 31, 2025, respectively) . ... ...

Sharcholders’ (deficit) equity

Class A Ordinary Shares (US$0.0001 par value,
35,000,000, 50,000,000, 50,000,000 and 50,000,000
shares authorized, 30,033,379, 30,033,379,
30,015,905 and 26,998,861 shares issued and
outstanding as of December 31, 2022, 2023 and
2024, and March 31, 2025, respectively) ......

Class B Ordinary Shares (US30.0001 par value,
150,000,000, 900,000,000, 900,000,000 and
900,000,000 shares authorized, 30,949,701,
99,626,332, 101,143,806 and 106,660,850 shares
issued, 30,949,701, 96,995,110, 101,143,806 and
105,155,743 shares outstanding as of December 31,
2022, 2023 and 2024, and March 31, 2025,
respectively) . ..

Additional paid-in capital. . . . ... .. o 000

Subscription receivables. . . . ... 0 0L

Accumulated other comprehensive (loss) income . . .

Acenmulated deficit . . . . ... ... o oL

TOTAL SHAREHOLDERS’ (DEFICIT) EQUITY. . .

TOTAL LIABILITIES, MEZZANINE EQUITY AND
SHAREHOLDERS’ (DEFICIT) EQUITY . . . . . ..

- 152 .-

As of December 31,

2022 2023 2024
RMEB RMB RMAB
35,411 163,778 1,056,383
- 581,962 -
1,041 8,005 4,100
2,806,201 2,929,800 2,915,337
7 5 -
2,342,660 3,883,550 3,975,820
- 14,024 8,997
927 7,208 35,092
927 21,232 44,089
5,986,910 - -
i9 19 19
20 67 70
- 7,423,862 7,577,113
(310,227) (292,721) (292,721)
(3,608) 38,440 56,975
(2,831,381) (3,307,349) (3,409,725)
(3,145,177) 3,862,318 3,931,731

2,842,660 3,883,550

3,975,820
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Condensed statements of operations and comprehensive loss for the years ended December 31, 2022, 2023 and

2024

Nef Fevenues. . . . . . . .. ..o vt et
Sales and marketing expenses . . .. ... . ... .. ..
General and administrative expenses . . . .. ... ...
Interestincome . . .. ... ... ... ...........
Foreign exchange gain (loss). . . .............
Equity in deficit of subsidiaries . . . ........ ...

NetLoss . . ... ... .. ... i
Deemed dividend . . . ... . ... ... ... ... ..

Net loss attributable to ordinary shareholders of

the Company . . . . ......... . o,
NetLoss .. ... ... ... .. . ... . . ...

Comprehensive (loss) income, net of tax of nil:

Foreign currency translation adjustments .. ... ...

Comprehensive (loss) income . . . ... .. ........

For the year ended December 31,

Condensed statements of cash flows for the years ended December 31, 2022, 2023 and 2024

Cash flows from operating activities:

Netloss .. ... .. e
Adjustments to reconcile net loss to net cash used in

(provided by) operating activities:

Depreciation and amortization, . . .. .........
Loss from equity in deficit of subsidiaries . . . . ..
Share-based compensation . . . .. .. ... ...,
Fair value change of short-term investments. , . . .
Foreign exchange (gain) loss, net . ... .......

Changes in operating assets and liabilities:

Prepayments and other current assets . . . ... ...
Accrued expenses and other current liabilities. . . .

Net cash (used in) provided by operating activities. .

Cash flows from investing activities:

Purchases of short-term investments . . . ........
Maturity of short-term investments . ., .. .......
Purchases of property and equipment. . . ... ... ..

Payment and collection of loans to and

investments in subsidiaries. . . ... ... .......

Net cash (used in) provided by investing activities . .

Cash flows from financing activities:
Cash contribution from shareholders in connection

with the 2021 Reorganization. .. ... ... .....
Proceeds from issuance of ordinary shares . ..., ..

Payment of offering costs. . . . ..

Proceeds from issuance of ordinary shares upon the
exercise of share options. . . . ........... ..

Collection and payments of amounts due to

subsidiaries . . . . . ... ... o o

153 -

2022 2023 2024
RMB RMB RMB
- - (6,741)
(37,105) (98,099) (67,475)
- 42,402 50,754
2 (12) (%
(263,662) (420,259) (78,505}
(300,763) (475,968) (102,376)
(446,419) - -
(747,184) (475,968) (102,376)
(300,765) (475,968) {102,376)
(12,073) 42,048 18,535
(312,838) (433,920) (83,841)
For the year ended December 31,
2022 2023 2024
RMB RMB RMB
(300,765) (475,968) (102,376)
2 3 3
263,662 420,259 78,905
33,342 42,379 11,922
- (12,500) 12,500
(2) 12 9
(545) (1,544) 3,905
2,611 6,281 27,885
(1,695) (21,078) 32,753
- (742,287 (309,349
- 176,302 878,812
(10 - -
- {379,237) 55,792
10) (945,222) 625,255
- 17,506 -
- 1,225,470 -
- (22,828) -
- 2,872 34,139
- 14,024 (15,710
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Net cash provided by financing activities . . . . .. ..
Net (decrease) increase in cash and cash equivalents.
Cash and cash equivalents, beginning of the year. . .
Effect of foreign exchange rate changes on cash and
cash equivalents . . ........... ... . . ...

Cash and cash equivalents, end of the year. . . .. ..
Supplemental disclosure of non-cash financing

activities:
Accrued offering cost . .. ... ... L

For the year entded Pecember 31,

2022 2023 2024

RMB RMB RMB
- 1,237,044 18,429
(1,705) 270,744 676,437
36,160 35,411 363,778
956 57,623 16,168
35,411 363,778 1,056,383
480 - _

(a) The condensed financial information has been prepared using the same accounting policies as set out in the
Historical Financial Information except that the equity method has been used to account for investments in its
subsidiaries, For the parent company, the Company records its investments in subsidiaries under the equity
method of accounting as prescribed in ASC 323, Investments — Equity Method and Joint Ventures. Such
investments are presented on the balance sheets of the Company as “Investment in subsidiaries” and the
subsidiaries’ loss as “Loss from equity in deficit of subsidiaries” on the condensed statements of operations
and comprehensive (loss) income. Ordinarily under the equity method, an investor in an equity method
investee would cease to recognize its share of the losses of an investee once the carrying value of the
investment has been reduced to nil absent an undertaking by the investor to provide continuing support and
fund losses. For the purpose of this parent company only condensed financial information, the parent company
has continued to reflect its share, based on its proportionate interest, of the losses of subsidiaries regardless
of the carrying value of the investment even though the parent company is not obligated to provide continuing

support or fund losses.

{b)  As of December 31, 2022, 2023 and 2024, there were no material contingencies, significant provisions of

long-term obligations, guarantees of the Company.

31. DIRECTORS’ EMOLUMENTS

Directors’ and chief executive’s remuneration for the Track Record Period, disclosed pursuant to the applicable
Listing Rules and the Hong Kong Companies Ordinance, is as follows:

For the year ¢nded December 3,

Three months ended March 31,

2022 2023 2024 2024 2025
RMB RMB RMEB RMB RMB
(umandited)
Salaries, allowances and
benefits in kind . . . . .. 5,302 6,110 5,653 1,692 1,209
Performance related
bonuses. . . ........ 3,551 9,737 6,600 1,627 1,621
Share-based compensation
EXpense. ., . . ... ... 43,301 45,979 14,412 11,178 651
Contributions to retirement
benefits scheme . . . . .. 252 272 284 72 72
Fotal paid salaries,
bonuses and other
benefits. . . . ....... 52,406 62,008 26,949 14,569 3,553

~1-54 -



APPENDIX I ACCOUNTANTS’ REPORT

The emoluments of the directors of the Compuny on a named basis for the year ended December 31, 2022 are
as follows:

Total paid

Salaries, Share-based Contributions salaries,
allowances and Perlormance compens:iion to reliremoent bonuses, and
benefils in kKind  related bunuses expense henefits scheme  other benefits

RMI RMB RMB RME RMB
Dr. Yifan Li (note {i}). . ... ... 834 989 - 63 t,886
Dr. Kai Sun (note (if)) . ... ... 821 989 - 03 1,873
Mr, Shaoqing Xiang (note (ifi)). . 321 989 - 63 1,873
Mr. Louis T. Hsich (note (iv)). . . 2,000 241 42,349 - 44,590
Ms. Cailian Yang (note (v)) . . . . 826 343 952 63 2,184
5,302 3,551 43,301 252 52,406

The emoluments of the directors of the Company on a named basis for the year ended December 31, 2023 are
as follows:

Total paid
Salaries, Share-based Contributions salaries,

allowances and Performanee compensation to retirement lionuses, and
benefits in kind  relaled bonuses expense benefils scheme  other benefits
RME RME RMB RME RMEB

Dr. Yifan Li (note (). . . . .. .. 886 1,101 - 68 2,055
Dr. Kai Sun (note (¥i)) .. .. ... 384 £,101 - 68 2,053
Mr. Shaoging Xiang (note (iii)). . 893 1,101 - 68 2,062
Mr. Louis T. Hsieh (rote (iv)). . . 2,000 5,972 42,172 - 50,144
Ms. Cailian Yang (note (vi) . . . . 654 462 2,871 68 . 4,055
Ms. Yi Zhang (note (vi)) . . .. .. 529 - 624 - 1,153
Dr. Jie Chen (note (vi)). . . .. .. 264 - 312 - 576
6,110 9,737 45,979 272 62,098

The emoluments of the directors of the Company on a named basis for the year ended December 31, 2024 are
as follows:

Total paid

Sularies, Share-bused Contributions salaries,
allowances and Performance compensation 1o relirement honuses, and
benelils in kind related bunuses £xpense benefits scheme  other benefits

RME RMB RME RMB RMB

Dr. Yifan Li {(note (i)}). . . .. ... 1,312 1,695 - 71 3,078
Pr. Kat Sun (rote (ii)) . . ... .. 939 1,907 - 71 2,917
Mr. Shacqing Xiang (nete (iif)). . 943 1,909 - 71 2,923
Mr. Louis T. Hsieh (note (iv}}. . . 725 333 11,922 - 12,980
Ms. Cailian Yang (note (v)) . . .. 667 756 1,445 71 2,939
Ms. Yi Zhang (note (vi)) . . . . .. 7L - 697 - 1,408
Dr. Jie Chen (nofe (vi)). . . .. .. 356 - 348 - 704
5,653 6,600 14,412 284 26,949
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The emoluments of the directors of the Company on a named basis for the three months ended March 31, 2024
are as follows:

Total paid
Salaries, Share-based Conlributions salaries,
allowances and Performance compensition to relirement bonuses, and
benefits in kind  related bonuses expense benefits scheme  other henclily
RME RMB RME RMB RMEB
Unaudited

Dr. Yifan Li (note (£}}. . . ... .. 310 401 - 18 729
Dr. Kai Sun (note (&) . .. . ... 225 477 - 18 720
Mr. Shaoqing Xiang (note (iif)) . 229 477 - 18 724
Mr, Louis T. Hsieh (note {iv)) . . 500 33 10,558 - 11,141
Ms, Cailian Yang (note (v)) . . . . 162 189 359 18 728
Ms. Yi Zhang (note (vi)) ... .. 177 - 174 - 351
br. Jie Chen (note (vi)) ... ... 89 - 87 - 176
1,692 1,627 11,178 72 14,569

The emoluments of the directors of the Company on a named basis for the three months ended March 31, 2025
are as follows:

Total paid
Salaries, Share-hased Contributions salarics,
allowances and Performance compensation to retivement bonuses, and
benefits in kind  related bonuses expense benclits scheme  other benefits
RMB RMB RMB RMB RMB
Dr. Yifan Li {nete (i)). . . . .. .. 206 526 - 18 840
Dr. Kai Sun (note (if}) . ... ... 237 427 - 18 682
Mr. Shaoqing Xiang {note (iii}) . 240 474 - 18 732
Ms, Cailian Yang (note (v}) . . . . 167 194 339 18 768
Ms. Yi Zhang (note (vi)) ... .. 179 - 175 - 354
Dr. Jie Chen (note (vi}) . ..... 90 - &7 - 177
1,209 1,621 651 72 3,553
Notes:

iif.

Vi,

Dr. Yifan Li is the Co-Founder of the Group and has served as chief executive officer and director since
inception.

Dr. Kai Sun is the Co-Founder of the Group and has scrved as chief scientist and director since
inception,

Mr. Shaoqing Xiang is the Co-Founder of the Group and has served as chief technology officer and
director since inception,

Mr. Louis T. Hsieh had served as global chief financial officer since April 2021 and director since June
2021, he resigned from the position for personal and family reasons on May 13, 2024,

Ms. Cailian Yang has served as vice president of operations and divector since November 2017.

Ms, Yi Zhang and Dr. Jie Chen were appointed as independent directors on January 30, 2023,

The directors’ emeluments shown above were paid for their services in connection with the management of the
affairs of the Group. Additionally, there was no arrangement under which a director waived or agreed to waive any
remuneration during the Track Record Period.

- 1-56 -



APPENDIX I ACCOUNTANTS’ REPORT

32. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group included 1 director for the years ended December 31, 2022, 2023
and 2024, and 3 directors for the three menths ended March 31, 2024 and 2025, respectively, details of whose
remuneration are set out in Note 31 above, Details of the remuneration of the remaining non-director employces are
as foilows:

For the year ended December 31, Three months ended Mareh 31,
2022 2023 2024 2024 2025
RMB RMB RMB RMB RMB
{unaudited)
Salaries, allowances and
benefits inkind . . . ... 6,489 6,222 6,154 767 782
Performance related
bonuses. .. ........ 1,489 3,727 6,642 648 626
Contributions to retirement
benefits scheme . . . . . . 245 336 276 35 86
Share-based compensation . 6,291 21,548 7,691 1,956 1,019
Total paid salaries,
bonuses and other
benefits. . . .. ... ... 14,514 31,833 20,763 3,406 2,513

The number of the highest paid employees who are not the directors of the Company whose remuneration fell
within the following bands is as follows:

For the year ended December 31, Three months ended March 31,
2022 2023 2024 2024 2025
No, of No. of No. of No. of No. of
employees employees employees employees employees
funaudited}

HK$900,001 o HK$1,006,000. . . . . . - - - [ -
HK$1,600,001 to HK$1,500,000. . . . . - - - - 2
HK$2,000,001 to HK$2,500,00¢. . . . .

HK$2,500,001 to HK$3,000,000. . . . . 1 - - - -
HK$4,000,001 to HKS$4,500,000. . . . . 2 - - - -
HK$4,500,001 to HKS$5,000,000. . . . . - 1 [ - -
HK$5,000,001 to HK$5,500,000. . . . . - - I - -
HK$5,500,001 to HKS$6,000,000. . . . . 1 1 I - -
HK$6,500,001 to HK§7,000,000. . . . . - 1 -

HK$7,000,001 to HK$7,500,000. . . . . -
HK$18,000,801 to HK$18,500,080. . . .

o
1
I

[N B
He& 1= 1
[N
21
ey

During the Track Record Period, no emoluments were paid by the Group to the directors of the Company or
the five highest paid individuals (including directors and employees) as an inducement to join or upen joining the
Group or as compensation for loss of office.
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33, RECONCILIATION BETWEEN U.S. GAAP AND INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Historical Financial Information is prepared in accordance with U.S. GAAP, which differ in certain
respects from International Financial Reporting Standards {“IFRSs”) issved by the International Accounting
Standards Board. The differences in operating leases, long-term investments and inventory write-downs during the
Track Record Period are immaterial and will not be reconciled, and the effects of material differences between the
Historical Financial Information prepared under U.S. GAAP and IFRSs are as follows:

Reconciliation of Consolidated Statements of Qperations and Comprehensive (Loss) Income

For the year ended of December 31, 2022

IFRS adfustments

Consolidated Statement of Amounts as Classification and Amounnts as
Operalions aad Comprehensive reported under measurement of Share-hased Listing Subscription reported
(Laoss) income (Extract) U.S. GAAT redeemable shares compensation LxXpense reccivables under IFRSs
{Note {a}) [Note (B)} (Nete {c)) {(Nete (d}}
RME RMB RMB RMB RMB RMB

Costof revenues . . . .. ..., (730,683) - (4,467 - - (735,150
Sales and marketing expenses . . . {104,835} - (4,568) - - (109,303)
General and administrative expenses. {201,007) - {14,060) {6,078) - (221,145)
Research and development expenses . {555,119} - (27,929) - - (583,108)
(her income (loss), net . . . . . . (2,161) 20,723} - - - (22,834
Netloss. . ........... {300,765) 20,723) (51,424) (6,078 - (378,990)
Deemed dividend . . . . . .. .. (446,419) 446,419 - - - -

Net loss attributable to ordinary
shareholders of the Company . . {747,184) 425,696 {51,424y {6,078) - (378,990)

Other compreheasive income (loss)
Foreign currency translation

adjustments . . ... ... . (12,013) (622,093 - - 28387 (605,779

Comprehensive (foss} income . . . {312,838) (642,816) (51,4243 6,078) 28,387 (984,76%)

—

For the year ended of December 31, 2023

IFRS adjusiments

Consolidated Statement of Amounts as Classification and Amaounts as
Operations and Comprehensive reported under measurement of Share-based Listing Subseription reported
{Loss) Inceme (Extract) U.5. GAAP redeemable shares compensation expense receivables under IFRSs
(Nore (a)) {Nore (D)) {Note (c)) (Note (d))
RMB RHB RMB RMB RMB RMB

Cost of revenues . . . .. .. .. (1LN3611) - {1,904) - - (1,217,515)
Sales and marketing expenses . . . {148,798} - {13,297) - - (162,095)
General and administrative expenses. {320,144} - 17,028 (20,770) - (323,886)
Research and development cxpenses. {790,547} - (2,115) - - (792,662)
Qther income (loss),met . . . . . . 4 149,435 - - - 149,469
Nebloss. . ........... (475,968} 149,435 (288) (20,770) - (347,591)
Net loss atiributable to ordinary

- (347,591)

shareholders of the Company . . (475,98) 149,435 {288) (20,770)

Other comprehensive income {loss)
Foreign currency translation
adjustments . ... ... . 42,048 183,341 3933 128922

Comprehensive {loss) income . . . (433,920 IN,776 {288) {20,770) 3,933 {119,269)
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Fur the year ended of December 31, 2024

IFRS adjustments

Amounts as Amounts as

Counsclidated Statement of Operalions and reported under Share-based Subscription reporied
Comprehensive (Loss) income (Extract) U.5. GAAP compensation receivables under IFRSs
(Note (b)) {Noie (d))
RMB RMB RMB RMB

Costofrevenues, . . . ..o v v v v v (1,192,572} 1,317 - {1,191,255)
Sales and marketing expenses. . . .. ... (193,032) (5,531} - (198,563)
General and administrative expenses . . . (316,913) 10,142 - (306,771)
Research and development expenses. . . . (855,641) 351 - (855,290}
Netloss. .................... (102,376) 6,279 - (96,097)
WNet loss attributable to ordinary

sharcholders of the Company .. ... (102,376) 6,279 - (96,097)
Other comprehensive income (loss)
Foreign currency translation adjustments . 18,535 e 4,807 23,342
Comprehensive (loss) income . . . . ... (83,841) 6,279 4,807 (72,755)

For the three months ended of March 31, 2024 (unandited)

IFRS adjustments

Amounts as Amounts as
Conselidated Statement of Operations and reported under Share-hased Subscription reported
Comprehensive (Loss) income (Extracl) .S, GAAP compensation receivables under IFRSs
{Note {Ir)} (Note {d))
RMB RMB RMB RMB

Costofrevenues . ............... (219,398) 289 - {219,609)
Sales and marketing expenses . . ... ... (41,964) {2,845) - (44,309)
General and administrative expenses . . . . (68,767) 5,537 - {63,230)
Research and development expenses . . . . (194,402) (3,720 . - {198,122)
Netloss ... ... ... ... . ... .... (106,925) (739) - {(107,664)
Net 1oss attributable to ordinary

sharcholders of the Company .. ... (106,925) (739) - {107,664)
Other comprehensive income (loss)
Foreign currency translation adjustments . 3,088 - 559 3,047
Comprehensive (loss) income . . ... .. (103,837) 559 (104,017)

(739)

For the three months ended of March 31, 2025

IFRS adjustments

Amounts as Amounts as

Consolidated Statement of Qperations and reporied under Share-based Subscription reported
Cumprehensive (Loss) income (Exlract) U8, GAAP compensation recelvables under IFRSs
(Note (b)) (Noie (d))
RMB RMB RMB RMB
Costofrevenues . . . ............. (306,067) 606 - (305,461)
Sales and marketing expenses . . . . .. .. (50,546} 418 - {50,128)
General and administrative expenses . , . . (54,087) 765 - (53,322)
Research and development expenses . . . . (183,306} 2,525 - (180,781)
Netloss .. ... ................ (17,549} 4,314 - (13,235)
Net loss attributable to ordinary
sharcholders of the Company ... .. 4,314

(17,549} (13,235)
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For the three months ended of Mareh 31, 2025

IFRS adjustments

Amounts as

Amounts as

Conselidated Statentent of Operations and reporied under Share-bused Subs¢ription reported
Comprchensive (Loss) income (Extract) U.S. GAAP compensalion receivables vnder IFRSs
{Note (b)) (Note (d))
RMB RMB RMB RMB
Other comprehensive income (loss)
Foreign currency translation adjustments . 31,898 - (33,179) (1,281)
Comprehensive (loss} income . . ... .. 14,349 4,314 (33,179 (14,516)
Reconciliation of Consolidated Balance Sheets
As of December 34, 2022
IFRS adjusiments
Amounis ay Classification and Amounts as
Consolidated Balance Sheel reported vnder measurement of Share-based Listing Subscriplion repeoried
{Exiract} U.5. GAAP redeemable shares compensation CXPLNse reccivables under JFRSs
{Note [a)) {Note (b)) {Narte (c)) (Note (d))
RMB RMB RMB RMB RMB RMB
Prepayments and ather current
WS . L 126,452 - - (8,393) 335,122 453,581
Total assefs . . . . .. ... .. 3,839,396 - - (8,593) 335,022 4,166,525
Financial liabilities at fair value
through profit or loss . . . . . . - 7,369,985 - - - 7,365,985
Tofal liabilities. . . . . ... .. 997,663 7,369,985 - - - 8,367,048
Mezzanine equity . . . . . . .. 5,986,910 (5,986,910} - - - -
Sharcholders’ (deficit) equity
Additional paid-in capital . . . . . - 79,158 105,216 - - 184,974
Subscription receivables . . . . . . (310,227) - - - 310,227 -
Accumulated other comprehensive
(loss)income. . . . ... ... {3,608) (561,480 - - 25,495 (538,59%)
Accumulated deficit. . . .. . .. {2,831,381) (901,353} (103,216) {8,593) - (3,846,343)
Total shareholders® deficit . . . . {3,145,177) (1,383,075} - (8,593 33511 (4,201,123
As of December 31, 2023
IFRS adjustmenis
Amounis as Classilication and Amounts as
Consolidated Balance Sheet reporied under measurement of Share-based Listing Subscription reporied
{Extract) U.5. GAAP redeemable shares compensalion expense recelvables under IFRSs
{Nore fa)) (Note (b)) (Nare (¢)) (Note (d))
RMEB RMB RMB RME RMB RMB
Prepayments and other current
ASELS . ... 208,082 - - - 322,149 530,231
Tolal assets . . . .. ... ... 5,662,343 - - - 3,149 5,984,692
Sharcholders’ (deficit) equity
Additional paid-in capital . . . . . 7423862 1,517,476 105,504 20,363 - 9,136,205
Subscription Receivables. . . . . . {292,721) - - - 292,121 -
Accumulated other comprebensive
(loss) income. . . . . ... .. 18,440 (379,139 - - 26428 {311,21))
Accumulated deficit. . . . . ... (3,307,349 (1,198,337 {105,504) {29,363) - {4,040,553)
Total shareholders’ equity . . . . 3,862,318 - - - 322,148 4,184 467
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As of December 31, 2024

IFRS adjustments

Amuunts as Classification and Amounts as
Consolidated Balance Sheet reported ander measarement of Share-based Listing Subseription reporied
{Exiract) U.5. GAAP redeemable shares compensalion TXpense reeeivables under IFRSs
{Note (a)) {Note (b)) {Neote {c)} {Note (d))
RMB RMB RMEB RMB RMB RMB
Prepayments and other current
BSEES . . e e 193,448 - - - 326,936 520,404
Totalassets . . . .. ...... 5,989,611 - - - 326,956 6,316,567
Sharcholders” (deficit) equity
Additional paid-in capital . . . . . 73 1,317.476 56,223 29,363 - 9,285,177
Subscription receivables . . . . . . (292,721) - - - 292,721 -
Accuraulated other comprehensive
{loss) income. . . . ... ... 56,973 (379,139) - - 34,235 (287,929
Accumulated deficit. . . . . . .. (3,409,725) (1,198,337) (09,225 (29,363) - {4,736,650)
Total shareholders’ equify . . . . 3,931,731 - - - 326,956 4,258,687
As of March 31, 2025
IFRS adjustments
Amounts as Classification and Amounts as
veported under measurement of Share-based Listing reported
Consolidated Balance Sheet (Extract) U.5. GAAP redeemable shares compensalion expense under JFRSs
(_Nalc fall (Note (b)) {Nate {c))
RMB RMB RMg RME EMEB

Sharcholders' (deficit) equity

Additional paid-in capital . . ... ... ... .. 1,615 445 1,517476 94811 24,363 §,317,195
Accumulated other camprehensive (loss) income . . . 38.873 (319,139) - - (290,266)
Accumulated deffeit . . . .. ..o L (3,427,274) (1,198,337) 94,911} {29,363) (4,749,885)
Total shareholders’ equity . . . ... ... ... 4,211,134 - - - 427710
Notes:

(a)  Classification and measurement of redeemable shares

Under U.5. GAAP, the Group classified the redeemable shares as mezzanine equity in the consolidated balance
sheets because they were redeemable at the holders’ option upon the occurrence of certain deemed lquidation
events that outside the Group’s control. The redeemable shares were recorded initially at fair value, net of
issuance costs. The Group recognized accretion as deemed dividend to the respective redemption value of the
redeemable shares over the period starting from issuance date to the earliest redemption date. The accretion
was recognized and charged against retained earnings, or in the absence of retained earnings, by charges
against additional paid-in capital. Once additional paid-in-capital has been exhausted, additional charges are
recorded by increasing the accumulated deficit.

Under 1FRSs, the redeemable shares, which were contingently redeemable at the option of the holders, were
classified as financial liabilities. The redeemable shares were designated as financial liabilities at fair value
through profit or loss, which were initially and subsequently measured at fair value. Subsequent to initial
recognition, the Group considered that the amounts of changes in fair value of the redeemable shares that were
attributed to changes in credit risk of the redeemable shares recognized in other comprehensive income (loss)
were insignificant. The amount of change in the fair value of the financial liability was presented as other
income (loss) in consolidated statements of operations and comprehensive (loss) income.
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®

{c}

)

Due to the difference in classification of redeemable shares under U.S. GAAP and IFRSs, the reconciliation
includes the decrease of mezzanine equity of RMB5,986,910, nil, nil and nil as of December 31, 2022, 2023
and 2024 and March 31, 2025, respectively. In relation to the accretion of mezzanine equity under U.S. GAAP,
the reconciliation includes the decrease of accretions of RMB446,419, nil, nil, nil and nil in the consolidated
statements of operations and comprehensive (loss) income for the years ended December 31, 2022, 2023 and
2024 and three months ended March 31, 2024 and 2025, respectively and also increase in additional paid-in
capital of RMB79,758, RMB1,577,476, RMB1,577,476, RMB1,577,476 and RMB1,577,476 and dccrease in
accumulated deficit, for the accretion impact that exhausted the additional paid-in capital, of RMB%01,353,
RME1,198,337, RMB1,198,337 and RMB1,198,337 in the consolidated balance sheets as of December 31,
2022, 2023 and 2024 and March 31, 2025, respectively,

In regard of the classification of financial liability under IFRSs, the reconciliation includes the increase of
financial liabilities of RMB7,369,985, nil, nil and nil in the consolidated balance sheets as of December 31,
2022, 2023 and 2024 and March 31, 2025, respectively. Thus, the reconciliation also includes the fair value
change of the redeemable shares of RMB20,723, RMB 149,435, nil, nil and nil, and foreign currency translation
difterences of RMB622,093, RMB 182,341, nil, nil and nil in the consolidated statements of operations and
comprehensive (loss) income for the years ended December 31, 2022, 2023 and 2024 and three months ended
March 31, 2024 and 2025, respectively.

All the redeemable shares of the Company were converted into ordinary shares upon the completion of the
Company's IPO in United States on February 9, 2023, Consequently, there was no such reconciliation item in
classification and measurement of redeemable shares between U.S5. GAAP and 1FRSs subsequeatly.

Share-based compensation

Under U.S. GAAP, the Group has elected te recognize compensation expense using the straight-line method
for all employee equity awards granted with graded vesting over the requisite service period. Additionally, the
Group has chosen to account for forfeitures when they occur,

Under IFRSs, the accelerated method is required to recognize compensation expense for all employee equity
awards granted with graded vesting. Forfeitures must be estimated, and share-based compensation expenses
were recognized net of estimated forfeitures.

Accordingly, the reconciliation includes differences in operating cost and expenses of RMB51,424, RMB288§,
RMB6,279, RMB739 and RMB4,314 for the years ended December 31, 2022, 2023 and 2024 and three months
ended March 31, 2024 and 2025, respectively.

Listing expense

Under U.S. GAAP, specific incremental costs considered directly attributable to the offering of equity
securities (“listing expenses”) muy be deferred and capitalized against the gross proceeds of the offering.

Under IFRSs, only those listing expenses considered directly attributable to the issuance of new shares to
investors can be capitalized. Those listing expenses considered directly atiributable to the listing of existing
shares on a stock exchange are not considered transaction costs that qualify for capitalization. Such costs
should be expensed as incurred instead,

Accordingly, the reconciliation includes an expense recognition difference in the consclidated statements of
operations and comprehensive (loss) income of RMBG6,078, RMB20,770, nil, nil and nil for the years ended
December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and 2025, respectively and a
difference in shareholders’ deficit of RMB8&,593, RMB29,363, RMB29,363 and RMB29,363 as of December
31, 2022, 2023 and 2024 and March 31, 2025, respectively, in relation to the listing expenses incurred during
the IPO and listing of the Company’s ADSs on the Nasdaq in February 2023.

Receivables from shareholders

Under U.S. GAAP, shareholders’ subscription consideration to the Company’s equity that has not been paid is
accounted for as a contra-cquity account in subscription reccivables using the historical exchange rates.
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Under IFRSs, such shareholders’ subscription consideration is recognized as a financial asset measured at
amortized cost. Financial asset is a monetary item measured into the reporting currency using the exchange rate
at the balance sheet date.

Accordingly, the reconciliation includes reclassification of subscription receivables of RMB310,227 to
prepayments and other current assets as of December 31, 2022, 2023 and 2024 and March 31, 2025,
respectively and recognition of foreign currency translation differences of RMB28,387, RMB3,933,
RMB4,807, RMB559 and RMB33,179 in the consolidated statements of operations and comprehensive (loss)
income for the years ended December 31, 2022, 2023 and 2024 and three months ended March 31, 2024 and
2025, respectively.

34, SURBSEQUENT EVENTS
The Group has the following material subsequent events from April 1, 2025 and up to the date of this report:

In April, May and August 2025, the Group granted a total of 44,161, 778,233, 80,300, 284,084 and 13,400
share options at the exercise price of US$0.10, US52.60, US$4.29, US$4.66 and US$5.15, respectively, and 10,342
RSUs to certain employees under the 2021 Plan, with the vesting period of 4 years. Based on the Company’s
preliminary assessment, the aggregate fair value of the share options and RSUs granted amounted to approximately
RMB 129,780.

Tn April 2025, the Company, through a partnership, indirectly subscribed approximately 10% equity interest
in an early-stage technelogical company (the “Investee™), an associate of Founding Shareholders of the Group, for
a cash consideration of US$13.9 million, equivalent to approximately RMB160,000.

In May 2023, the Group entered into an intellectual property licensing and transfer agreement (the “IP
Liceasing and Transfer Agreement”) with a subsidiary of the Investee, pursuant to which (i) the subsidiary of the
Investee agreed to acquire certain of the Group’s internally-generated know-how at a consideration of approximately
RMB36,967, which was determined based on the appraised value of such internally-generated know-how assessed by
an independent third-party professional valuation firm, and (3i) the Group agreed to transfer such internally-generated
know-how to the subsidiary of the Investee and grant to it licenses for the use for a period up to the completion of
such acquisition. The transfer has been completed in August 20235.

In August 2025, the Company, through a parinership, indirectly disposed its entire equity interest in the
Investee to two independent third-party investors for a cash consideration of US$38.4 million, equivalent to
RMB?275,286, The gain on the indirect disposal of the Investee after deduction of the related taxes and cxpenses
would be approximately US$20.7 million, equivalent to RMB148,358.

35, DIVIDENDS
No dividends have been declared or paid by the Company in respect of the Track Record Period.

36. SUBSEQUENT FINANCIAL INFORMATION

No audited financial statements have been prepared by the Group, the Company or any of the companies now
comprising the Group in respect of any peried subsequent to March 31, 2025 and up to the date of this report.
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The information set out in this appendix does not form part of the accountants’ report on
the historical financial information of the Group for each of the three years ended
December 31, 2024 and for the three months ended March 31, 2025 (the “Track Record
Period”) (the “Accountants’ Report”) prepared by the Company’s reporting accountants,
Deloitte Touche Tohmatsu, Certified Public Accountants, Hong Kong as set out in Appendix I
to this prospectus, and is included herein for information purposes only. The unaudited pro
Sforma financial information should be read in conjunction with the section headed “Financial
Information” in this prospectus and the Accountants’ Report set out in Appendix I to this
prospectus.

A. UNAUDITED PRO FORMA STATEMENT OF ADJUSTED CONSOLIDATED NET
TANGIBLE ASSETS OF THE GROUP ATTRIBUTABLE TO ORDINARY
SHAREHOLDERS OF THE COMPANY

The unaudited pro forma statement of adjusted consolidated net tangible assets of the
Group attributable to ordinary shareholders of the Company prepared in accordance with Rule
4,29 of the Listing Rules is set cut below to illustrate the effect of the Global Offering
(as defined in the Prospectus) on the unaudited consolidated tangible assets of the Group
attributable to ordinary shareholders of the Company as of March 31, 2025 as if the Global
Offering had taken place on that date.

The unaudited pro forma statement of adjusted consolidated net tangible assets of the
Group attributable to ordinary shareholders of the Company as of March 31, 2025 has been
prepared for illustrative purposes only and, because of its hypothetical nature, it may not give
a true picture of the consolidated net tangible assets of the Group attributable to ordinary
shareholders of the Company as of March 31, 2025 or any future dates following the Global
Offering. It is prepared based on the audited consolidated net tangible assets of the Group
attributable to ordinary shareholders of the Company as of March 31, 2025 as derived from the
Accountants’ Report in Appendix I to this Prospectus, and adjusted as described below.

Unaudited pro Unaudited pra Uraudited pro Unaudited pro Unandited pro

Audited formazdjusled  formaadjusted  formaadjusted  formaadjusted  forma adjusted
ronsolidated net consolidated met  consolidated net  consolidated nef  consolidaled net  conseEidafed net
tangible assets {angible assels tangible assefs {angible assets tzngihle assefs fangible assels

of the Group of the Graop of the Group of the Graup of the Groep of the Group
aliributable atfributable alfributable aliributable altributahle allribafable
1o ordinary to ordinary {o ordinary {0 ordinary 1w erdinary to erdinary

shareholders of Estimaled oel shareholders of  sharcholdersof  shareholdersof  sharcholersof shareholders of
the Company &s  praceeds from the Companyas  the Companyas  the Companyas  (he Companyas  the Company as

of March 31, the Glabal of Mareh 31, of Mareh 31, of March 31, of March 3, of Mareh 31,
05 Offeriag w3 2025 per Share 1025 ger AD§ 2025 per Share 1015 per ADS
RME000 RME'000 RMB'0G0 fMB itin HKS HKS
Note ! Note 2 Note 3 Note 4 Note § Note §
Based on the
indicative offer
price of HK$228.00
per Offer Share . . . 4,197,371 3,380,941 7,587,312 50.87 50,87 55.61 5561
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Notes:

(D

(2)

(3)

&)

&)

®

The unaudited consolidated net tangible assets of the Group attributable to ordinary sharcholders of the
Company as of March 31, 2025 are based on consolidated net assets of the Group attributable to ordinary
sharcholders of the Company as of March 31, 2025 of approximately RMB4,277,134,000, after netting off
intangible assets of the Group as of March 31, 2025 of approximately RMB79,763,000 as shown in the
Accountants’ Report set out in Appendix I to this prospectus,

The estimated net proceeds from the Global Offering are based on 17,000,000 Offer Shares at the indicative
offer share price of HK$228.00 (equivalent to RMB208.55) per Offer Share after deduction of the estimated
listing expenses and share issue costs (including underwriting fees and other related expenses) expected to be
incurred by the Company subsequent to March 31, 2025 and without taking into account any allotment and
issuance of any Shares upon the exercise of the Offer Size Adjustment Option andfor the Over-allotment
Option, 946,293 Class B Ordinary Shares issued upon the vesting of restricted share units (“RSUs") and the
exercise of options under the 2021 Plan between April 1, 2025 and August 29, 2025, the Latest Practicable
Date, and 558,814 Class B Ordinary Shares (as of August 29, 2025) issued to Depositary for buik issuance of
ADSs reserved for future issnances upon the exercise or vesting of awards granted under the 2021 Plan, and
any issuance or repurchase of Shares and/or ADSs by the Company. For the purpose of calculating the
estimated net proceeds from the Global Offering, the translation of Hong Kong dellars into Renminbi was
made at the exchange rate of HK$1.00 to RMBO0.9148, which is derived from the respective exchange rate of
Hong Kong dollars and Renminbi against U.S. Dollars on Augnst 29, 2025 set forth in the H.10 statistical
release of the Federal Reserve Board, No representation is made that Hong Kong dollars have been, could have
been or may be converted to Renminbi, or vice versa, at that rate or at any other rates or at all.

The unaudited pro forma adjusted consolidated net tangible assets of the Group attributable to ordinary
shareholders of the Company per Share is arrived at after the adjustments referred to in the preceding
paragraphs and on the basis that 149,154,604 Shares are in issue asswming that the Global Offering had been
completed on March 31, 2025, without taking into account any allotment and issuance of any Shares upon the
exercise of the Offer Size Adjustment Option and/or the Over-allotment Option, 946,293 Class B Ordinary
Shares issued upon the vesting of RSUs and the exercise of options under the 2021 Plan between April 1, 2025
and August 29, 2025, and 558,814 Class B Ordinary Shares (as of August 29, 2025) issued to Depositary for
bulk issuance of ADSs reserved for future issuances upon the exercise or vesting of awards granted under the
2021 Plan, and any issnance or repurchase of Shares and/or ADSs by the Company.

The unaudited pro forma adjusted consolidated net tangible assets of the Group attributable to ordinary
shareholders of the Company per ADS is arrived at after the adjustments referred to in the preceding
paragraphs and on the basis that one ADS represents one Share.

No adjustment has been made 1o the unaudited pro forma adjusted consolidated net tangible assets of the Group
attributable to ordinary shareholders of the Company to reflect any trading result or other transactions of the
Group entered into subsequent to March 31, 2025. In particular, the unaudited pro forma adjusted consolidated
net tangible assets of the Group atiributable to ordinary shareholders of the Company as shown on II-1 have
not been adjusted to illustrate the effect of the indirect disposal of equity interest as disclosed in the Note 20
“Subsequent Events” to Appendix TA in this prospectus.

After taking into account the net gain on the indirect disposal of equity interest of approximately
RMB148,358,000 as disclosed in the Note 20 “Subsequent Events” to Appendix 1A in this prospectus,
assuming that the indirect disposal had been completed as of March 31, 2025, and the estimated net proceeds
from the Global Offering at the indicative offer price of HK$228.00 (equivalent to RMB208.55) per Offer
Share, the unandited pro forma adjusted consclidated net tangible assets of the Group attributable to ordinary
shareholders of the Company would have been approximately RMB7,735,670,000 and the unaudited pro forma
adjusted consolidated net fangible assets of the Group attributable to ordinary shareholders of the Company
per ordinary share and per ADS would have been RMB51.87 and RMB51.87 (cquivalent to HK$56.70 and
HK$56.70), respectively.

For the purpose of this unaudited pro forma adjusted consolidated net tangible assets of the Group attributable
to ordinary sharcholders of the Company, the balances stated in Renminbi are converted into Hong Kong
dollars at the exchange rate of RMB1.00 to HK$1.0932, which is derived from the respective exchange rate
of Hong Kong dollars and Renminbi against U.S, Dollars on August 29, 2025 set forth in the H.10 statistical
release of the Federal Reserve Board. No representation is made that Hong Kong dellars have been, could have
been or may be converted to Renminbi, or vice versa, at that rate or at any other rates or at all.
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INDEPENDENT REPORTING ACCOUNTANTS’ ASSURANCE REPORT ON THE
COMPILATION OF UNAUDITED PRO FORMA FINANCIAL INFORMATION

To the Directors of Hesai Group

We have completed our assurance engagement to report on the compilation of unaudited pro

forma financial information of Hesai Group (the “Company”’) and its subsidiaries (hereinafter
collectively referred to as the “Group™) by the directors of the Company (the “Directors™) for

illustrative purposes only. The unaudited pro forma financial information consists of the

unaudited pro forma statement of adjusted consolidated net tangible assets as at March 31, 2025

and related notes as set out on pages II-1 to II-2 of Appendix II to the prospectus issued by the

Company dated September 8, 2025 (the “Prospectus™). The applicable criteria on the basis of
which the Directors have compiled the unaudited pro forma financial information are described

on pages II-1 to I1-2 of Appendix II to the Prospectus.

The unaudited pro forma financial information has been compiled by the Directors to illustrate
the impact of the proposed Global Offering (as defined in the Prospectus) on the Group’s
financial position as at March 31, 2025 as if the proposed Global Offering had taken place of
March 31, 2025. As part of this process, information about the Group’s financial position has
been extracted by the Directors from the Group’s historical financial information for each of
the three years ended December 31, 2024 and the three months ended March 31, 2025, on
which an accountants’ report set out in Appendix I to the Prospectus has been published.

Directors’ Responsibilities for the Unaudited Pro Forma Financial Information

The Directors are responsible for compiling the unaudited pro forma financial information in
accordance with paragraph 4.29 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules™) and with reference to Accounting
Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in Investment
Circulars” (“AG 77) issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”™).

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 HKICPA, which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behavior.

Our firm applies Hong Kong Standard on Quality Management (HKSQM) 1 “Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements™ issued by the HKICPA, which requires the firm
to design, implement and operate a system of quality management including policies and
procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.

INspire HK
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Reporting Accountants’ Responsibilities

Our responsibility is to express an opinion, as required by paragraph 4.29(7) of the Listing
Rules, on the unaudited pro forma financial information and to report our opinion to you. We
do not accept any responsibility for any reports previously given by us on any financial
mformation used in the compilation of the unaudited pro forma financial information beyond
that owed to those to whom those reports were addressed by us at the dates of their issue.

We conducted owr engagement in accordance with Hong Kong Standard on Assurance
Engagements 3420 “Assurance Engagements to Report on the Compilation of Pro Forma
Financial Information Included in a Prospectus™ issued by the HKICPA. This standard requires
that the reporting accountants plan and perform procedures to obtain reasonable assurance
about whether the Directors have compiled the unaudited pro forma financial information in
accordance with paragraph 4.29 of the Listing Rules and with reference to AG 7 issued by the
HKICPA.

For purposes of this engagement, we are not responsible for updating or reissuing any reports
or opinions on any historical financial information used in compiling the unaudited pro forma
financial information, nor have we, in the course of this engagement, performed an audit or
review of the financial information used in compiling the unaudited pro forma financial
information.

The purpose of unaudited pro forma financial information included in an investment circular
is solely to illustrate the impact of a significant event or transaction on unadjusted financial
information of the Group as if the event had occurred or the transaction had been undertaken
at an earlier date selected for purposes of the illustration. Accordingly, we do not provide any
assurance that the actual outcome of the event or transaction as of March 31, 2025 would have
been as presented.

A reasonable assurance engagement to report on whether the unaudited pro forma financial
information has been properly compiled on the basis of the applicable criteria involves
performing procedures to assess whether the applicable criteria used by the Directors in the
compilation of the unaudited pro forma financial information provide a reasonable basis for
presenting the significant effects directly attributable to the event or transaction, and to obtain
sufficient appropriate evidence about whether:

e the related pro forma adjustiments give appropriate effect to those criteria; and

e the unaudited pro forma financial information reflects the proper application of those
adjustments to the unadjusted financial information.

The procedures selected depend on the reporting accountants’ judgment, having regard to the
reporting accountants’ understanding of the nature of the Group, the event or transaction in
respect of which the unaudited pro forma financial information has been compiled, and other
relevant engagement circumstances.

The engagement also involves evaluating the overall presentation of the unaudited pro forma
financial information,



We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinien
In our opinion:

{a) the unaudited pro forma financial information has been properly compiled on the basis
stated;

(b) such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purposes of the unaudited pro forma financial
information as disclosed pursuant to paragraph 4.29(1) of the Listing Rules.

Dbt Tohe b

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

September 8, 2025





