Sunny Optical achieves SLB target as broader group
emissions intensity suggest a more gradual trend

Jeannette Leong "

Sunny Optical (ticker: SUNOTG) disclosed in its 24 Apr 2026 ESG report that its USD 400 million
Sustainability-Linked Bond (SLB) (ISIN XS2555677215) has achieved its Sustainability Performance
Target (SPT). “With 2021 as the baseline year and 2025 as the target year, the performance target
was set to reduce GHG emission intensity by 20% in 2025 compared with the baseline year.In 2025, the
Group’s GHG emission intensity stood at 7.0 tons of CO,e per RMB one million in revenue, representing
a decrease of 32.0% from the baseline year, thereby achieving the set target.”*As a result, the bond
will redeem at par, with no 0.50% redemption premium triggered.

In our previous analysis, we assigned a ranking of 50:50 indicating substantial uncertainty, given
that reported SLB emissions intensity remained approximately 17% above the FY2021 baseline at
end-2024, implying that a significant improvement within a single year would have been required
to reach the SPT threshold of a 20% reduction versus baseline.?

As shown in Figure 2, the reported FY2025 emissions intensity of 7.0 tCO,e per RMB million of
revenue refers specifically to the scope of SLB KPI, comprising four principal subsidiaries rather
than the full consolidated group.*® By contrast, Figure 1 shows consolidated group emissions
intensity declining more gradually at approximately 10% relative to the 2021 base year.

Figure 2. SLB KPI scope emissions intensity and change from
baseline. Source: Sunny Optical.
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Figure 1. Sunny Optical Group and SLB boundary emissions
intensity. Source: Sunny Optical.
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While the SLB target was achieved, additional disclosure would help contextualise the KPI
outcome within broader corporate emissions trends.

! Pg 53, “2025 ESG Report”, Sunny Optical Technology, 24 Apr 2026.
2"Sunny Optical SLB: chance of receiving 0.50% redemption premium", AFll, 26 Jan 2026.

3 Pg 76, The 2023 SLB framework states that the KPI applies to four principal subsidiaries, which accounted
for more than 90% of the group’s revenue and Scope 1 and Scope 2 emissions over the preceding five

years."Offering Circular: Sunny Optical 5.95% Sustainability-Linked Bonds due 2026", accessed 22 Jan 2026.

Not investment advice. First published 19 May 2026. Important disclaimers at end of the document.
(*) Anthropocene Fixed Income Institute (www.anthropocenefii.org). Author for contacts: jle@anthropocenefii.org
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Drivers of SLB emissions intensity improvement and divergence with
group

Several factors may explain the difference between the reported SLB KPIl outcome and broader
consolidated group trends.

Methodology changes
Methodology changes contribute tothe  Table 1. Comparison of reported and recalculated emissions
reported improvement. The headline intensity. Source: Sunny Optical ESG reports.
32% reduction incorporates two -
. L 2021 2024 2025 ~ Changevs
changes relative to the original SLB Scenario : . ; baseline
’ Baseline Intensity  Intensity (2025)
baseline methodology: the use of
. . — Reported SLB
updated electricity emission factors diszlosure 103 12.0 7.0 -32.0%
(moving from the older 2012 East China Original East China grid
id ission f . l factor applied 10.3 12.0 8.1 -21.4%
grid emission tfactor to newer nationa consistently (2012)
grid factors), and revised refrigerant Updated national
ti thodol ine f emission factor applied 8.9 10.0 7.0 -21.3%
accounting methodology (moving from Ee—
a charge-based method to a fugitive Refrigerant accounting
.. h) method sensitivity 10.4 n.a. 8.1 -22.1%
€missions approach). (fugitive emissions)
. Refrigerant accounting
To assess the impact of these changes, method sensitivity 10.3 n.a. 8.0 -22.3%

the company provided sensitivity e b

analysis using consistent assumptions

between the baseline and FY2025.

Using either the original electricity emission factor methodology or the updated grid factors on a
like-for-like basis, and adjusting for the refrigerant accounting treatment, the implied reduction is
approximately 21-22%, rather than the reported 32%, as shown in Table 1.

This suggests that methodological changes contributed to the magnitude of the reported
improvement. However, even under these alternative assumptions, the implied reduction remains
above the 20% SPT threshold, suggesting the target would still have been achieved.

SLB KPI scope vs Group scope

The SLB KPI scope is calculated across four principal subsidiaries, which the January 2023 SLB
framework states historically represented more than 90% of group revenue and Scope 1 and Scope
2 emissions in the prior five years. However, current public disclosures do not provide updated
FY2025 contribution data for these entities as a share of consolidated group revenue or emissions.
Given the stronger KPl improvement relative to consolidated group performance, direct
comparison with broader group trends remains less straightforward.

Operational energy mix and certificate transactions

The company attributes the reported improvement to renewable electricity procurement, self-built
photovoltaic generation, and energy-efficiency upgrades.

At the consolidated group level, renewable energy share increased from 14.9% in 2022 to 38.1% in
2025. The company also disclosed approximately 369,710.9 MWh of renewable energy
procurement, including direct green electricity purchases and green certificate transactions,
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alongside approximately 9,457 MWh of onsite photovoltaic generation, which the company
associates with an estimated emissions reduction of approximately 231,000 tCO,e.

At the same time, in Table 2,
separately reported green
electricity volumes declined year-
on-year from 203,322 MWh in 2024
to 135,767 MWh in 2025, while total
electricity consumption increased
by approximately 47% in 2025.
Public disclosures do not provide
sufficient detail to reconcile the
relationship between physical
renewable electricity
procurement, certificate-based
purchases, and energy usage
within the SLB KPI perimeter.

This makes it less straightforward
to assess the relative contribution
of operational decarbonisation

Year

Scope 1 (tCO,e)
Scope 2 (tCO,e)
Total Scope 1 +2

Emissions yearly
change (%)

Revenue (RMB bn)

Revenue yearly
change (%)

Group Level
Emissions Intensity
(Scope
1+2)/Revenue

SLB scope
Emissions Intensity
Total electricity
(MwWh)

Green electricity
(MwWh)

2021
2,594
380,184
382,778

16%
37,497

-1%

n.a

Table 2. Group level ESG data. Source: Sunny Optical.

2022 2023
4,879 5,122
362,502 378,427
367,380 383,549
-4% 4%
33,197 31,681
-11% -5%
11.1 12.1
12.0 14.0
515,283 537,921
90,202 101,537

measures versus market-based procurement to the reported KPl improvement.

Bond trading levels and
SLB option value

Under the bond terms, the

instrument redeems at 100.00 if the

SPT is met and 100.50 if it is not
met. With the issuer reporting that
the target has been achieved, no
premium payment will be payable.

In Figure 3, current pricing of 100.25

appears consistent with limited
residual value associated with the
SLB payoff.

Conclusions

Sunny Optical delivered a significant improvement in emissions intensity for entities in-scope for
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Figure 3. Sunny Optical SLB historical spread and price. Source:
Bloomberg Finance L.P., accessed 13 May 2026.

102

its SLB, achieving the target embedded in the bond. While the specific influence of the SLB’s
financial incentive cannot be determined, the case illustrates how time-bound structures with
defined financial consequences may support emissions intensity reduction efforts.

2025
13,122

384,050

397,172

14%

43,229

13%

9.2

7.0

854,907

135,767

Broader consolidated disclosures show a less pronounced improvement than the SLB KPI outcome
alone would suggest. This highlights the importance of KPI design, scope definition, and
calculation methodology when interpreting SLB outcomes.

Updated disclosure on how the SLB KPI scope has evolved, together with greater transparency on
methodology and renewable energy accounting, would help investors better contextualise the KPI

outcome against broader group emissions trends.
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IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment, accounting, or any regulatory or requlated
advice or services. This report is not intended to provide, and should not be relied on for, tax, legal,
investment, accounting, or requlatory or requlated advice or services. Nothing in this report is
intended (i) as investment advice, as an offer or solicitation of an offer to buy or sell, or as a
recommendation, endorsement, or sponsorship of any security, company, issuer, or fund or (ii) to
express a particular investment proposal in respect of a financial instrument or an issuer, or (iii) to
propose a particular investment decision in respect of a financial instrument or an opinion as to the
present or future value or price of any financial instrument or (iv) to recommend or suggest any
investment strategy.

AFll is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. AFll does not take into account your own
circumstances or assets and AFll assumes no direct or indirect responsibility or liability for any
investment decisions you make, and you remain fully responsible for your own research, legal and
regulatory compliance, and decisions.

Certain information presented may have been sourced from third parties. AFll believes that such
third-party information is reliable, and has checked public records to verify it wherever possible, but
does not guarantee its accuracy, timeliness or completeness; and it is subject to change without
notice.

Any reference to an issuer’s creditworthiness or likelihood of positive or negative performance in the
current or future market is purely observational and should not be taken as a recommendation,
endorsement or advice in relation to such issuer or its securities.

AFll is a non-profit organisation that provides fixed income investors with the insights and tools they
need to align their portfolios with ambitious climate and nature targets. For more information about
the Institute, please visit www.anthropocenefii.org.
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