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Corporate Profile
NI LR

Sunny Optical Technology (Group) Company Limited (the
“Company” or “Sunny Optical”, together with its subsidiaries,
the “Group”) (Stock Code: 2382) is a leading integrated
optical components and products manufacturer in the
People’s Republic of China (“PRC” or “China”). The Group is
principally engaged in the design, research and development
(“R&D”), manufacturing and sales of optical and optical-
related products, i.e. optical components (such as glass
or plastic lenses, plates, prisms and various lens sets),
optoelectronic products (such as handset camera modules
and other optoelectronic modules) and optical instruments
(such as microscopes, surveying instruments and other
analytical instruments). Our focus is on the market of
optoelectronic related products, such as handsets, digital
cameras, optical surveying and analytical instruments,
which are combined with optical, electronic and mechanical
technologies.
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The Group has established long-standing relationships with world renowned consumer electronic product brands such
as Samsung, Panasonic, Konica Minolta, Lenovo, Olympus, Carl Zeiss, LG and Sanyo etc. Its products are currently sold
to customers in over 40 countries and regions.

With its strong R&D capabilities, manufacturing know-how and efficient vertically-integrated production processes, the
Group is one of the few companies in the PRC that is capable of effectively integrating optical, mechanical and electronic
technologies with a large scale production. The Group strives to become the leading global integrated optical products
manufacturer. As a testament to our on-going efforts, we have won recognitions and accolades from Forbes Magazine
twice. These awards included top 20 “China Best SMEs 2008” and “200 Best Under A Billion”. The Group also won credit
and appreciations in the PRC industry, including the “2007 Top 500 Quality Products Enterprises”, “Top 100 Enterprises in
Ningbo 2008”. We are widely recognised for our quality products and services. We also received awards of appreciation
from SAMSUNG at the “2008 Samsung Supplier Chairman Forum (greater China region)”, “Best Supplier” at “Evolution
of Optical Product Quality Exhibition” and “2008 Excellent Supplier” by Dongguan Samsung Electro-mechanics Co., Ltd.
(“Dongguan Samsung”), “Eco-Partner” by Tamaron Optical (Foshan) Co., Ltd., the “Most Outstanding Suppliers” by SIM
Technology Holdings Limited under SIM Technology Group (“SIM Technology”), the “Best Supportive Suppliers for 2008”
by Lenovo Mobile Communication Technology Co., Ltd. (“Lenovo”) and the “Outstanding Suppliers for 2007 to 2008” by
Shenzhen Sang Fei Consumer Communications Co., Ltd. (“Shenzhen Sang Fei”).
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Five-year Financial Summary HFIEEE
(in Renminbi (“RMB”) millions, except per share amounts) (AR®BET - GREEEHIN)

For the year ended 31 December

BE+t-A=+—HLEE

2007 2006 2005

Consolidated

Ba
Operating results && ¥4&
Revenue $HE&W A 1,267.1 1,381.9 900.7 588.3 307.9
Gross profit EF) 250.8 376.6 247.8 180.4 113.0
Finance costs @& A (0.1) (3.8) (2.9) (4.7) (0.1)
Profit before taxation & %% A1 % A 88.7 236.3 166.0 123.2 88.1
Income tax charge A5 %5 % (12.1) (10.4) - (14.6) (30.3)
Profit for the year £ X &% 76.6 225.9 166.0 108.6 57.8
Attributable to: 578
— Equity holders of the Company
ARARRIEREA 78.4 225.4 117.2 82.4 44 1
— Minority interests
DB R R (1.8) 0.5 48.8 26.2 13.7
76.6 225.9 166.0 108.6 57.8

Earnings per share (in RMB)
BREN (ARY) 0.08 0.25 0.20 0.15 0.08
Assets and liabilities EER & &
Non-current assets JERBI & &= 542.7 441.0 312.7 226.8 190.7
Current assets R EE 1,069.3 1,127.6 472.7 461.2 204.5
Total assets EE#HAE 1,612.0 1,568,6 785.4 688.0 395.2
Bank borrowings $R1TEE 35.5 - - 104.1 22.0
Other liabilities & & 210.2 273.6 430.5 252.3 162.2
Total liabilities & &E#&E 245.7 273.6 430.5 356.4 184.2
Net assets EE F{E 1,366.3 1,295.0 354.9 331.6 211.0
Equity holders’ fund f&#E#RFHE AEE 1,342.7 1,288.8 354.9 190.5 158.1
Minority interests 8% R & 23.6 6.2 = 141.1 52.9
Total equity #Ez= 4258 1,366.3 1,295.0 354.9 331.6 211.0

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2%l (£8) BRA A



For the year ended 31 December

BE+-—A=+—HLEE

2007 2006 2005 2004
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Consolidated
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Key Financial Ratio = E itk &

Gross profit margin (%) 5|2 (%) 19.8 27.3 27.5 30.7 36.7
Net profit margin (%) 40 %l 2= (%) 6.0 16.3 18.4 18.5 18.8
Gearing ratio (%) B &L % (%) 2.2 - - 15.1 5.6
Current ratio (times) JREhtk = (£%) 4.9 4.1 1.1 1.6 1.1
Quick ratio (times) REYLLE (%) 4.3 3.6 0.8 1.4 0.9
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Chairman’s Statement
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WANG Wenjian E 328
Chairman /&=

Dear Shareholders,

During the year under review, we continued to
implement our “Mingpeijiac” strategy. We have
made further inroads toward market expansion,
product offering enrichment as well as the
strengthening of our R&D capabilities

RER BPEEERTREA] WERE
B% o MUt - TFRERFEETS - BAERME
& RITERMEES  EXEHEHNEF
T RIFRER -

BURR -

Sunny Optical Technology (Group) Company Limited (the “Company”, #RFXERFEBER AR ([AQ7]  ERE
together with its subsidiaries, the “Group”) is pleased to present to  BiB AR [AEE]) MARZUIEE_ZEN
our shareholders the annual results for 2008, a year marked by many F 22 FHEERE - _TTN\F - BEMSER

challenges amidst an overall challenging market.

By —4F o

Sunny Optical Technology (Group) Company Limited Z2F ¢ 28l (£E) BRA A



BUSINESS REVIEW

During the year under review, we continued to implement our
“Mingpeijiao” strategy. We have made further inroads toward market
expansion, product offering enrichment as well as the strengthening
of our R&D capabilities.

For client base and market expansion, in addition to further
strengthening our sales channels in Japan, Korea and Europe etc, we
also dedicated efforts in securing new international markets, thereby
In 2008, whilst
increasing our supply ratio for our existing clients, we have extended
our reach to notable brands such as Nikon, Sanyo, Continental and
LG. This clearly reflected that the quality of our products, advancement

enlarging our market share in the global market.

of our technologies and standard of our services were recognised by
more international renowned customers.

Our optical
optoelectronic products and optical instruments, accounted for 45.8%,

three major business segments, components,
43.9% and 10.3% of our revenue respectively. We have upgraded our
existing products in the three segments. For optical components, we
successfully developed 3.0/5.0 Mega 3X Zoom handset lens sets
and 2.0 Mega, 3.0 Mega and 5.0 Mega autofocus (“AF”) handset
lens sets. For optoelectronic products, we invented 2.0 Mega and
3.0 Mega autofocus (“AF”) handset camera modules. For optical
instruments, we completed the R&D in upgrading optical instruments
such as the metallurgical microscope, jewelry microscope and UV
spectrophotometer. Our efforts in upgrading our products further
strengthened the leading positions of our products in the industry.
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Chairman’s Statement
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Leveraging on the Group’s powerful R&D capabilities, each of our
three major business segments achieved satisfactory results in
terms of new products and innovative technologies. For optical
component business, infrared materials and lens sets and vehicle
lens sets have completed development phase and commenced mass
production, whilst aspheric glass lenses moulding technique also
made progresses. In respect of optoelectronic product business,
industrial endoscopes, video door phone modules and laptop camera
modules were developed and their mass production was proceeded;
a joint venture with China Training Centre Reproductive Headlth and
Family Care (“CTC”), an organization under the State Population
and Family Planning Commission, completed the R&D of medical
endoscope for gynecological examination; and COB technique also
made rapid progresses with stable and good quality mass production.
For optical instruments business, three dimensional (“3D”) vision
measuring machines and gas chromatograph were developed. The
R&D of aforementioned new products and innovative technologies
enhance our product offerings and improve the technology level of
our products, thus speeding up the Group’s development.

In February 2008, the Group established a new company in Singapore
and hired local experts specialized in optical instruments development
to develop high-end optical instruments. In December 2008, the Group
acquired Power Optics, a Korea-based company, which is engaged
in R&D and sales of various camera lens sets for handsets. With the
strong R&D capability and sound market foundation of Power Optics,
we are confident that our cooperation will benefit both parties and
enhance the Group’s core competitiveness.

BREEERARNEL N - = KREBEPIENRE
an KT TR E D B RS —EKE - BT
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MIBREE  BEREALEEZES TERE
REEERBERERRE L (TCTC)) 26
BRBEIMEKR T BEHBERERANFBENE
COBT G T &IRRH - EEEEEE/KF
REARSM - APEREHMFARDHAE =T
GREEREER - ELMERM TENR
LETEENEMMEESTIRE TERNORIM
BR - BiE— S EENER -

“EZNF R EERFINERI -FKHF A
Al SEEMERABPEFFABEAS - FFIHE
MEESHLEEE - —TT)/\F+_-H " &
WETREFUBEGERABENHEENRENE
KREBERRAF - BB NENEBRRAEEE N R
REFOTHER  RAREESTNEIFEELELE
BRI IE - BB EEAZLEF S -

Sunny Optical Technology (Group) Company Limited s F Yt 2R (%£E) ARA T



OPERATIONAL PERFORMANCE

While demand for our optical, optoelectronic components and
optical instruments remained steady, we did see pressures from the
unfavourable factors such as decline in average selling price, rise in
labour cost, appreciation of RMB and increase in effective tax rates.

The Group’s revenues decreased by 8.3% during the financial year
2008 to approximately RMB1,267.1 million. Profit attributable to
equity holders of the Company decreased by 65.2% to approximately
RMB78.4 million, while basic earnings per share decreased by 68.0%
to approximately RMBO0.08. The Board of Directors (the “Board”) has
proposed a final dividend of RMB0.020 per share.

As mentioned above, the Group enhanced its own competitiveness
continuously and expanded its sales network and customer base
proactively during the year, with an aims to cushion the impacts of
unfavourable factors on the Group and lay a sound foundation for its
future development.

AWARDS AND ACCOLADES

As a testament to our on-going efforts, we have won recognitions
and accolades from Forbes Magazine. These awards included the
ranked amongst the top 20 “China Best SMEs 2008” and “200 Best
Under A Billion”. The Group also won credit and appreciations in
the PRC industry and clients, including the “2007 Top 500 Quality
Products Enterprises” and “Top 100 Enterprises in Ningbo. 2008”.
We are widely recognised for our quality products and services. We
also received awards of appreciation from SAMSUNG at the “2008
Samsung Supplier Chairman Forum (greater China region)”, “Best
Supplier” at “Evolution of Optical Product Quality Exhibition” and
“2008 Excellent Supplier” by Dongguan Samsung; “Eco-Partner”
by Tamaron Optical; the “Most Outstanding Suppliers” by SIM
Technology; the “Best Supportive Suppliers for 2008” by Lenovo and
the “Outstanding Suppliers for 2007 to 2008” by Shenzhen Sang Fei.
The Group cherishs the honours granted by the media, institutions
and customers, and will continue to work for excellence.
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Chairman’s Statement
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OUTLOOK

The year of 2008 was a challenging year in the development history
of Sunny Optical. We encountered some adversities under the
microeconomic environment. Fortunately, our operations were not
materially affected and our financial position remained strong. We
excelled our counterparts in terms of results performance. Looking
ahead, although there are new opportunities for the Group in 2009,
our product mix has been improved and many new products will
be on the production stage shortly, but the Group is cautious
in estimating its 2009 results since the market demand is highly
uncertain. In 2009, while consolidating our existing market share, we
are dedicated in exploring international market and new applications.
Directors will closely monitor the changes in relevant markets and
procure the management to adopt corresponding strategies to
implement the initiative of “Transformation from Quantity Expansion
to Quality Improvements.” Meanwhile, we will further broaden our
income sources and reduce expenditures by taking advantage of our
experience in surviving the Asian Financial Crisis in 1997, so as to
ride out the challenging period in a stable manner and accumulate
strengths for our development in the long run.

APPRECIATION

The many accomplishments we achieved in 2008 were the direct result
of the combined efforts of our hard-working staff. Therefore, | wish
to sincerely thank my fellow Directors and our Group’s employees for
their dedication throughout the year, which has helped us overcome
difficult market circumstances. Also, | wish to extend my gratitude for
the continued support of our shareholders, customers and suppliers.
We are committed to bringing solid financial returns to all our
stakeholders by delivering future sustainable business growth.

Wang Wenjian
Chairman

Hong Kong, 30 March 2009
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For the year under review, the global economy was sluggish due to
the economic crisis, which inevitably brought adverse impact on our
major segments.

In general, the unit sales volume of global handset market increased
compared with 2007, but the average selling price (“ASP”), the
revenue and profit declined substantially, driving down the prices
of parts and components, such as handset camera lens sets and
camera modules. Nevertheless, sales of smartphones and handsets
ordered by telecom operators, especially Chinese telecom operators,
experienced significant growth. This trend is expected to continue in
2009.

The global digital camera (“DC”) market approached its maturity
during the year. Thus the growth of DC market slowed down and the
products were more concentrated within the top five manufacturers.
The digital single lens reflex (“DSLR”) cameras segment grew most
rapidly among all and this trend is expected to continue in 2009.

Markets of microscopes, surveying and optical analytical instruments
have more obvious disparities. Shipment of industrial microscopes
for traditional market dropped due to the decline in operations of
factories. However, as the government increased its expenditure,
there was a strong demand of optical instruments for public health,
environmental protection, educational purposes etc.. This trend is
expected to continue in 2009.

For other fields of the Group, such as security surveillance, vehicle
imaging, infrared imaging, industrial and medical endoscope, the
demand remained stable. It is expected the comparatively fast growth
rate will be sustained in the coming years.

The Group will adopt appropriate strategies according to the future
performance of different segments to improve its overall income.
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In 2008, the Group’s revenue was approximately RMB1,267.1 million,
representing a decrease of 8.3% over the previous year. It was mainly
because major customers of our handset related products except
Samsung were domestic handset manufacturers. Their mainstream
products were targeted to the mid-low-end market and the ASP of
their products were dropped by certain extent. Revenue from handsets
related products accounted for around 50% of the Group’s revenue.
Given the factors of decreases in ASP and utilization of facilities,
as well as increases in labour cost, increase in R&D expenses, rise
in effective tax rate, appreciation of RMB and impairment loss on
goodwill, the Group recorded net profit of approximately RMB76.6
million, representing 66.1% decline over 2007. For the downturn in
2008 results, the Group has already taken and will continue to take
effective measures to reverse the situation. Specific strategies are
detailed in the section “Outlook and Future Strategies”.

Thanks to the growth of DC business, the optical components
remained the main revenue driver of the Group for the year. Revenue
generated from optical components for the financial year 2008 surged
by 12.6% over the previous financial year to approximately RMB580.0
million. This business accounted for approximately 45.8% of Group’s
revenue versus approximately 37.3% in the previous financial year.

The client base of optical components was further improved during
the year. Nikon, Canon, Pentax, NEC, Konica-Minolta, Olympus,
Panasonic, Topcon Optical and others have become our major
customers. Moreover, we achieved good progress in R&D of optical
components segment during the year.
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During the year, the Group obtained three invention patents, two of
which were related to optical engines for projectors and the remaining
one was ultra-small two point zoom lens sets for handsets. The new
3.0 Mega and 5.0 Mega 3X zoom handset lens sets were successfully
developed and mass production is expected to begin in 2009. 2.0
Mega, 3.0 Mega and 5.0 Mega autofocus (“AF”) handsets lens sets
were recognised by customers. Meanwhile, various types of vehicle
lens sets with advanced know-how have been recognized by 2 of
top 5 automobile devices manufacturers and have started mass
production.

Mass production of copy machine lens modules and the chalcogenide
infrared glass materials and lens sets have begun. Chalcogenide
infrared lens sets feature a new moulding press technology, which
is more cost effective than the extensively used precision machine
technology.

Other major projects in the optical components business including the
development of aspheric glass lenses and security surveillance lens
sets also achieved remarkable progress.

Owing to the decline in growth of demand and average selling
prices of handsets, revenue from optoelectronic products recorded a
decrease of 24.5% over the previous financial year to approximately
RMB557.1 million for the year ended 31 December 2008. This
business accounted for approximately 43.9% of the Group’s revenue
compared to approximately 53.4% in the previous financial year.

Despite the current challenging environment in handset market, the
Group has made further inroads in exploring high-end markets. We
have successfully developed extended depth-of-field (“EDOF”) handset
camera modules, 3.0 Mega and 5.0 Mega 3X zoom and AF camera
modules, striving to widen the gap with the domestic competitors.

In addition, optoelectronic products segment actively developed
the non-handset related products, including industrial and medical
endoscopes, laptop camera modules, security surveillance camera
modules, etc. Apart from medical endoscopes, other products have
started mass production during the year.
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Benefited from the increases in national expenditure for food safety,
environmental protection, education etc., optical instruments business
continued to deliver growth in the financial year 2008 with revenue
increased by 1.2% over the previous financial year to approximately
RMB130.0 million. This business accounted for approximately 10.3%
of the Group’s revenue versus approximately 9.3% in the previous
financial year.

During the year, various new microscopes, surveying and analytical
instruments were developed successfully, including the metallurgical
microscopes, jewelry microscopes, and the water-proof level as well
as large-screen scanning ratio beam UV-Vis spectrophotometers,
gas chromatographs etc. In February 2008, the Group set up a
new company in Singapore primarily for the R&D of high-end optical
instruments. 3D optical vision measuring machines and microscopic
interferometers were developed successfully at the end of the year.

The Group currently operates three production bases in Yuyao of
Zhejiang province, Zhongshan of Guangdong province and Shanghai
in the PRC respectively.

Our manufacturing and production figures in 2008 is positioned
amongst the leading companies in the sector. Production capacity
attributable to each segment as follows:
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XERERERMEE  BREFEFTEHRA
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2008 2007
—EENF —ETLF Change %
Lenes 180.0 mn units 168.0 mn units 7.1%
i 180,000,000%% 168,000,000%% 7.1%
Lens sets 144.0 mn units 144.0 mn units 0%
$% 58 144,000,000E 144,000,000& 0%
Optoelectronic products 72.0 mn units 72.0 mn units 0%
HEEm 72,000,00014F 72,000,0001F 0%
Optical instruments 199.2 k sets 199.2 k sets 0%
KB R 199,200#8 199,2004H 0%
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AWARDS & RECOGNITIONS 5

e Ranked amongst the top 20 “China Best SMEs 2008” by Forbes Magazine China Edition
REBBBMTFXRMEFER [ ST N\FHEKAEICE] AT =13

e Awarded amongst the “200 Best Under A Billion” by Forbes Asia
BERRmi N ER [ ZECE AR (BEETEEITIAT)]

e Recognised as the “2007 Top 500 Quality Products Enterprise” by China Quality Product Association
ErEERRERETA S LtFEEARECERTRARR]

e Awarded the “Top 100 Enterprises in Ningbo 2008” by Ningbo Enterprise Unite League and Ningbo Entrepreneurs
Association
BERTEEBMEGRERMEXRBETIR S\ FERTABREE]

e Received the appreciation award from SAMSUNG at the “2008 Supplier Chairman Forum of Samsung (Great China
region)”

R-ZBZN\GFEFE=-EXTERGHEAEERINEG L ET B = E RN BAE XN S
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Awarded the “Best Supplier” at the “Evolution of Optical Product Quality Exhibition” organized by Dongguan
Samsung Electro-mechanics Co., Ltd

RRE=EERERIFERN [ LEREEMR] T [HESHER | FER

Received the certification of “Eco-Partner” from Tamaron Optical (Foshan) Co., Ltd.
BHE (L) BERAR [ZEBEIERMT ] RE

Recognised as the “Excellent Supplier” with regards to the Group’s outstanding contribution to “TD TV handset
Olympic Project” by SIM Technology Holdings Limited
EAENBREASERT [EFHER] B URBASEY [TDERFHEEEE | WL E R

Awarded the “Best Supporting Supplier” by Lenovo
R I8R5 [2008F E & fEX Frft ER 22 |

Awarded the “2007-08 Excellent Supplier” by Shenzhen Sang Fei, the mobile phone manufacturer of Phillips
ERMNEmEFREER  RYRFRTAEE [ T E2T ) \FEESFHER ] H5%
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FINANCIAL REVIEW
Revenue

The Group’s revenue for the year ended 31 December 2008
decreased by approximately 8.3% over the previous financial year
to approximately RMB1,267.1 million as a result of the decrease in
revenue from the handset related products.

Revenue generated from optical components business increased by
approximately 12.6% to approximately RMB580.0 million. The increase
was driven by the increased sales orders for the consumer electronic
products from various notable brands and the growth of the DC lens
business.

The optoelectronic products business recorded a decline of 24.5% to
approximately RMB557.1 million. Such decline was mainly attributable
to the decrease in ASP and the shipment of handset camera modules
caused by the declining growth in demand and market price for
domestic handsets.

For the optical instruments business, revenue slightly increased
by 1.2% over the previous financial year, reaching approximately
RMB130.0 million. The growth driver was the increase in national
expenditure for medical, public health, food safety, education etc.

Gross Profit and Margin

The gross profit for the financial year 2008 was approximately
RMB250.8 million, a decrease of approximately RMB125.8 million as
compared to approximately RMB376.6 million for the previous financial
year. Gross margin for the year also declined from 27.3% to 19.8%.

1 7% B R
SHEWA

HE-_ZZN\F+_AZ+—BLEFE ~&EH
FISHE WAR E—FBFERDH8I%ELN AN
R #1,267,100,0007T ° @8 E 2 R A2 F#48
BEREER TR o

HETHEBENHEERALRLN12.6%BEL A A
R 580,000,000 ' T EEHRETFHEBER
NZRMNEFTEEEMETE R BIEARER ¥
R -

NEEREBNEERATHR245%EHBAR
#557,100,000 - THRETEEHRBEANFES

BHEFIBRMERER TR - SRFHBAERA
FHEBMEEE TEME -

HEEBEFNHERAR E—FBRFEEM L
FH491.2% = #) & AR ¥130,000,0007t @ & E
EXENERYERE A&/ E - RRTE K
BS A AR -

EMNRERN R

ZTEZNFVRFENENOAARYE
250,800,0007C * R E—BI B FE S A A
IR #376,600,0007T & 2 £ A & #125,800,000
T EFIEH27.3%MEE19.8%  TEFRAABE

This was mainly due to the decreased ASP of products, inadequate  SaFHEE T - ERFBEERAR S THRA L
capacity utilization, rising labour costs and appreciation of RMB. FARAREHE -
Sunny Optical Technology (Group) Company Limited Z#F 28 (£E) AR A7



Selling and distribution expenses was approximately RMB31.0 million
for the year ended 31 December 2008, a decrease of approximately
RMB2.0 million as compared to the previous financial year. It was
mainly because the Group has implemented stringent control on selling
expenses. The expenses accounted for 2.4% of the Group’s revenue,
more or less the same as that in the previous financial year.

For the financial year 2008, R&D expenditure accounted for 4.4% of
the Group’s revenue and increased to approximately RMB56.1 million.
Such increase was mainly attributable to the increased spending in
major R&D projects for the year that included the development of
aspheric glass lenses, security surveillance lens sets and camera
modules, 3X zoom handset lens sets, mid-high end microscopes and
the capacity expansion of the chip-on-board (“COB”) technology, as
well as the construction of the high precision mould centre.

Administrative expenses decreased from approximately RMB121.1
million in the previous financial year to approximately RMB108.0 million
in the financial year 2008. The expenses as a percentage of the Group
revenue slightly decreased by 0.3% from 8.8% in the previous financial
year to 8.5% in the financial year 2008. It was because the Group has
strengthened the budget management on administrative expenses.

Income tax for the financial year 2008 increased to approximately
RMB12.1 million from approximately RMB10.4 million in the previous
financial year. Such increase came from the elapse of tax free periods
of the first 2 years that some of the Company’s subsidiaries in the
PRC had enjoyed
of the PRC as sino-foreign equity joint ventures and jointly foreign

in the previous year under the applicable laws

owned enterprises. The effective tax rate for the Group for the year
was approximately 13.6%.
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Tax rates attributable to the Group’s subsidiaries in the PRC are as N RFBARAEBFEME QG SEBEE

follows:
2007 2008 2009 2010
—ETHF  ZZEENF ZEENF ZZETEF
#Zhejiang Sunny Optics Co., Ltd. (“Sunny Optics”)
SIS FHEBERAR ([RFHNIKE]) 13.2% 12.5% 12.5% 25.0%
*Ningbo Sunny Instruments Co., Ltd. (“Sunny Instruments”)
*EREFEBARAT ([FEFESE]) 13.2% 12.5% 12.5% 15.0%
*Sunny Optics (Zhongshan) Co., Ltd.
(“Sunny Zhongshan Optics”)
*RFHE (R BRAR ([FZFHILKE]) - - 12.5% 12.5%
*Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”)
"BREFHEELERAA ([RFHE]) - 12.5% 12.5% 12.5%
Ningbo Sunny Infrared Technologies Company Ltd.
(“Sunny Infrared”)
ERFTFAIIMIMBR AR ([FFFAIIEE]) 33.0% 25.0% 25.0% 25.0%
Nanjing Sunny Optical Instruments Co., Ltd.
(“Nanjing Instruments”)
MARAETABPESFARAR ([FERES]) 33.0% 25.0% 25.0% 25.0%
*Shanghai Sunny Hengping Scientific Instrument Co., Ltd.
(“Sunny Hengping”)
*LERTEIRBEEERAR ([#FFEFHERE]) 15.0% 15.0% 15.0% 15.0%
Ningbo Sunny Automotive Optech Co., Ltd.
(“Sunny Automotive Optech”)
ERBRTFEHNAERMARAE ([RFEHEL D - 25.0% 25.0% 25.0%
Jiang Su Sunny Medical Instruments Co., Ltd.
(“Sunny Medical”)
TEATEESMARAR ([RFIHEBE]) - 25.0% 25.0% 25.0%
*  Companies are approved as Hi-Tech Enterprise and obtained the approvals * HEEBEBEXBR 0 28 DEERA AS Mt
before the balance sheet date. EMHE -

#  Application of a Hi-Tech Enterprise is in progress on the announcement  *
date.

o

ERER RABAASHRMECREERFE
e

Sunny Optical Technology (Group) Company Limited Z2F 2R (£8) BRAR



Profit for the year decreased by approximately 66.1% from
approximately RMB225.9 million for the year ended 31 December
2007 to approximately RMB76.6 million for the financial year 2008.
The decrease in net profit was attributable to the decrease in revenue
and gross profit, increases in R&D expenses, rise in effective tax rate
and impairment loss on goodwill.

Net profit margin decreased from 16.3% for the year ended 31
December 2007 to 6.0% for the financial year 2008. The decline in
net profit margin was mainly attributable to decrease in gross profit
margin, increase in R&D expenses, increase in effective tax rate and
impairment loss on goodwill of approximately RMB8.0 million arising
from non-recurring activities.

The profit attributable to the equity holders of the Company decreased
by approximately 65.2% from approximately RMB225.4 million for the
year ended 31 December 2007 to approximately RMB78.4 million for
the financial year 2008.

For the year ended 31 December 2008, the dividend proposed by
the Board was RMBO0.020 (equivalent to approximately HK$0.022)
per share, with payout ratio approximately 26.1% of the Group’s net
profit for the year.

The table below summaries the Group’s cash flows for the year ended
31 December 2007 and 31 December 2008:
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FERMBEE_ZETEF+A=+—HIEF
£ 49 A R #225,900,0007T 7 4 £966.1% = = &
T\ FHARHT6,600,0007T ° AEFE TREEES
EHREEEBRARENGR D - HEERE
- BAEEN LA REERERIE -

WHEBRBEE—_TTLF+ A=+ —HBLHF
E#16.3%  BREZTZT/\F46.0% ° AL FIEH
TRAEZEZHREFNETERE - HEEBHEM -
BRBE EARBGIECEH T 2EHEBRAER
K4 B ARS,000,0007T °

AEFEREZBEABGENBHEE_STLF+
ZAZ+t—HILFEHARK225400,0007T T
[£#4165.2% %= —EF \F 4 ARMET78,400,0007T °

HE2-_ZZ)\F+_A=Z1+—HLFE B=F
2RO F R AR 0.0207T (#0.022/5
JC) HIRE XA AERERE & EA
26.1% °

TRENAEERBE_TTLFT_A=1—
BEZZZENF+_A=+—RHILFENRER

EME:

2008 2007

—EENF e

RMB million RMB million

ARBHETR AREEET

Net cash from operating activities & & & E 1538 & 558 202.7 160.1
Net cash used in investing activities 12 & /& FT AR & F 58 (354.6) (208.9)
Net cash (used in) from financing activities B8 & EEN 13 (FTH) L F 5 (4.5) 432.2
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The Group, being a self-sufficient company, has its working capital
mainly coming from net cash generated from operating activities.
The Directors expect that the Group will rely on net cash from
operating activities and the net proceeds from the global offering of
the Company’s shares in the year 2007 (“Global Offering”) to meet
its working capital and other capital expenditure requirements in the
near future. In the long run, the Group will be funded by net cash from
operating activities and, if necessary, by additional equity financing
or bank borrowings.

The Group recorded a net decrease in cash and cash equivalent of
approximately RMB156.4 million for the year ended 31 December
2008.

Cash inflow from operations is mainly derived from cash receipt
from sales of the Group’s products. Cash outflow from operations is
principally generated for the purchase of raw materials, staff costs,
selling and distribution expenses and administrative expenses. Net
cash from operating activities was approximately RMB160.1 million and
RMB202.7 million for the financial year 2007 and 2008 respectively.
The increase in net cash generated from operating activities was
mainly because of the decreased trade receivables balance.

The trade receivable turnover decreased from 73 days in 2007 to
52 days in 2008. The Group implemented more stringent measure
on trade receivable collection in time of financial crisis, especially on
the non-branded customers. Therefore, this increased the ability to
collect trade receivables on time and further improving the Group’s
trade receivable turnover days.

The trade payable turnover decreased from 67 days in 2007 to 43
days in 2008. It was because there was a bulk purchase of sensors
from one of major suppliers by the Group at the year ended 2007. It
resulted in the increase in trade payables balance and thus the trade
payable turnover days by a longer than normal level. In 2009, the
Company adapts the just-in-time purchases based on actual demand,
no bulk purchase is planned.

The inventory turnover decreased from 49 days in 2007 to 45 days
in 2008. The Group adopted minimum inventory level policy for
manufacturing and stringent measures in inventory management, the
inventory turnover days decreased accordingly.
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FEBBRERNLEEFRMAOARS
156,400,0007T °
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A BEMARSTEZEARBEERME - BT
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+tFRZTEE N\FHBRFENCETHMEE
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ZRANE HRURFIBLEHRD o

ZoEKGERES SR ST EFN73ARE
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EEBRENEBKRE SHHIERK  LEHIERER
F-BAlt FZ2EHEBFBRENE - #E—F
HRAEENE SR EESEE -

BHRMNFARERA _ T LFNETERE=
ZEN\EFW43A - TEZRA/E_TTLFE
AEBRAE-FREIZHEBRETRBEALEN
Bh - BEZEMNRGRRIEN  BHRNFIEAR
BHTHAERERKFLER - E_FTTNF QO
AR IRIBERRF KAV IR - RESPRENE -

FEREHEA _TTLFNOERE_ZTTN
FH45H - AEERREEMBHRIEFEKF
BELEFEEEERBREE  FEREHEAE
R4 -



The Group recorded a net cash outflow from investing activities of
approximately RMB354.6 million for the financial year 2008, mainly
for the purchase of property, plant and equipment and the financial
assets designated as at fair value through profit and loss.

The Group also recorded a net cash outflow from financing activities
of approximately RMB4.5 million for the financial year 2008. The
inflow mainly came from new bank borrowings raised of approximately
RMB15.1 million. Major outflow was the payment of dividend to
shareholders of approximately RMB21.0 million as declared in the
previous years.

For the year ended 31 December 2008, capital expenditure of the
Group amounted to approximately RMB146.2 million in the purchase
of property, plant, equipment and other tangible assets. All of the
capital expenditure was financed by internal resources.

Bank loans of the Group as of 31 December 2008 amounted to
approximately RMB35.5 million (2007: 0), all of which were secured
bank loans. During the year, one of the loans in the amount of
approximately RMB15.1 million which bears a fixed interest rate of
2.55% and will be repayable in 2009. The proceed was used to
finance the acquisition of equity interests in Power Optics. No pledged
bank deposit was arranged for the year 2008.

As of 31 December 2008, among all of the bank loans, approximately
RMB14.8 million were denominated in Korean Won, approximately
RMB5.6 million were denominated in Japanese Yen, while
approximately RMB15.1 million were denominated in U.S. Dollars. Its
total debt to total book capitalization ratio (with total book capitalization
representing the sum of total liabilities and shareholders’ equity) was
approximately 2.2% reflecting the Group’s financial position was at

a sound level.
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Bank facilities

As of 31 December 2008, the Group had unutilised banking facilities of
RMB330.0 million with Yuyao Branch of Agricultural Bank of China.

Debt securities

As of 31 December 2008, the Group did not have any debt
securities.

Contingent liabilities

As of 31 December 2008, the Group did not have any material
contingent liabilities or guarantees.

PLEDGE OF ASSETS

The Group did not have any pledge or charge on assets as of 31
December 2008.

Capital Commitments and Contingencies

As of 31 December 2008, the future aggregate minimum lease
payments under non-cancellable operating lease in respect of
rental properties amounted to approximately RMB7.7 million (2007:
approximately RMB8.3 million). The Group had capital commitment
in respect of acquisition of equipment amounted to approximately
RMB22.9 million (2007: approximately RMB31.7 million).

As of the financial year end date, the Group had no material contingent
liabilities or guarantees.

PERFORMANCE OF INVESTMENTS MADE
AND FUTURE INVESTMENT

The Group’s investing activities mainly include the purchase of
property, plant and equipment and of several contracts of structured
deposits designated as at financial asset designated as fair value
through profit and loss (“FVTPL”).

During the year ended 31 December 2008, the Group used
approximately RMB146.2 million in investing activities, mainly in
relation to the purchase of plants and equipment and the setting up
the capacity for new products and new projects.

RITRIE
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The Group entered into several contracts of structured deposits with
banks for period from 3 months to 1 year amounting to RMB283.2
million during the year. The expected return rates stated in the
contracts are fixed and ranged from 2.4% to 7.0% per annum.
The value of FVTPL was approximately RMB291.1 million as of 31
December 2008. Subsequent to year end and up to the date of this
report, the principal of structured deposits amounting to RMB139.0
million have been received. The remaining will be settled during the
year of 2009. For the outstanding financial products, the Company has
obtained all banks to issue supplementary agreements to guarantee
the safety of the capital fund and to ensure the security of capital and
the expected vyield. In the future, the Company will continue to work
with the reputable local China banks to develop the management of
the Company'’s financial assets. We will ensure that all of the financial
products are principal-protected.

In February 2008, the Group had set up a new company in Singapore,
namely Sunny Instruments Singapore PTE. Ltd., which mainly focuses
on the R&D of high-end optical instruments such as 3D optical vision
measuring machines and microscopic interferometers. These products
are mostly used for industrial measurement and inspection. All the
projects have been proceeded as planned.

The Group had set up a PRC company namely Jiangsu Sunny Medical
Instruments Co., Ltd in the year of 2008. Its principal activity is the
production and sale of medical endoscopes.

In December 2008, the Group had acquired additional equity interests
of Power Optics Company Limited for consideration of approximately
RMB20.7 million. The equity interest held by the Group had increased
from 8.56% to 54.92%. The acquisition of Power Optics would
enhance the Group’s R&D capability in hi-end optical lens sets and
enlarge the market share of hi-end handset lens sets and camera
modules.

The Company intended to invest approximately RMB275.0 million
from its Global Offering for the expansion of production capability
and capacity; approximately RMB173.0 million for the enhancement
of R&D activities and facilities; approximately RMB28.0 million for the
acquisition of land and the buildings erected thereon, which were
previously leased by Sunny Group Limited for the manufacture and
R&D of optical instruments; approximately RMB25.0 million for the
enhancement of information systems; approximately RMB130.0 million
for the repayment of short-term bank loans for working capital. The
remaining amount will provide funding for working capital and other
general corporate purposes.
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To the extent that any part of the net proceeds to the Company from
the Global Offering are not immediately used for the above purposes,
the Directors may allocate such proceeds to short-term interest-
bearing deposits and/or money-market instruments with authorised
financial institutions and/or licensed banks in the PRC and Hong
Kong.

The proceeds from the Global Offering amounted to approximately
RMB745.1 million, of which approximately RMB434.1 million were
used by the Company and the unutilised proceeds was placed with
financial institutions as short term deposits. No intention for substantial
acquisition and large investment plan is noted for the year of 2009.

OFF-BALANCE SHEET TRANSACTIONS

As of 31 December 2008, the Group did not have any material off-
balance sheet transactions.

QUANTITATIVE AND QUALITATIVE
DISCLOSURE ABOUT MARKET RISK

Interest Rate Risk

The Group is exposed to interest rate risks on its bank borrowings for
working capital and capital expenditures that are associated with our
expansion and for other uses. Upward fluctuations in interest rates
increase the cost of both existing and new debts. During the year
ended 31 December 2008, the effective interest rates on fixed-rate
bank loans and variable-rate bank loans were approximately 2.63%
and 7.65% per annum respectively. The Group has not entered into
any type of interest rate agreements or derivative transactions to
hedge against the changes in interest rates.

Foreign Exchange Rate Fluctuation Risk

The Group exports a significant portion of its products to and
makes purchases from international markets where transactions are
denominated in U.S. dollars or other foreign currencies. To reduce
the risk, the Group has entered into certain foreign exchange trading
facilities to hedge against its currency risks.
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The Group’s financial assets are bank balances and trade and other
receivables, which represent the Group’s maximum exposure to credit
risk in relation to financial assets.

In order to minimize the credit risk in relation to trade receivables,
the management has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount of each individual
trade debt at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard,
the Directors consider that the Group’s credit risk is significantly
reduced. The amounts presented in the balance sheet are net of
allowances for doubtful receivables, estimated by the management
based on prior experience, their assessment of the current economic
environment and future discounted cash flow to receive.

The Group has no significant concentration of credit risk for its trade
receivables which spread over a large number of counterparties and
customers.

The credit risk on liquid funds is limited because majority of the
counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.

The Group’s cash flow interest rate risk relates primarily to variable-
rate for bank deposits which are all short-term in nature. Therefore,
any future variations in interest rates will not have a significant impact
on the results of the Group.

The Group manages liquidity risk by maintaining adequate level of
cash and cash equivalents by continuously monitoring forecast and
actual cash flow and matching the maturity profiles of financial assets
and liabilities.
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The Group had a total of 7,110 dedicated full time employees as of 31
December 2008, including 956 management and administrative staffs,
5,997 production staffs and 157 operation supporting staffs.

In line with the Group’s and individual performance, a competitive
remuneration package is offered to retain elite employees including
salaries, medical insurance, discretionary bonuses, other benefits as
well as mandatory provident fund scheme for employees in Hong
Kong and state-managed retirement benefit scheme for employees in
the PRC. The Group has also adopted a share option scheme for its
employees, providing incentives and rewards to eligible participants
with reference to their contribution. For the financial year ended 31
December 2008, no share options were granted or agreed to be
granted under the scheme.

The Directors recommended a payment from the distributable
reserves of the Company a final dividend of RMB0.020 (equivalent
to approximately HK$0.022) per share in respect of the year ended
31 December 2008 to the shareholders whose names appear on the
register of members of the Company at the close of business on 11
May 2009. The final dividend, payable on 22 May 2009, is subject to
the approval of the shareholders of the Company at the forthcoming
annual general meeting to be held on 15 May 2009.

The register of members of the Company will be closed from 12 May
2009 to 15 May 2009, both days inclusive, during which period no
transfer of shares will be registered. In order to qualify for the final
dividend, and be eligible to attend and vote at the forthcoming annual
general meeting of the Company, all transfer of shares accompanied
by the relevant share certificates must be lodged with the Company’s
branch share registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited of Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong for registration
not later than 4:30 p.m. on 11 May 2009.
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Given the uncertainties in global economy, the Group considers that
market demand in 2009 will be more unpredictable than in the past.
The Group will closely monitor the changes in the market and take
appropriate strategy to create more business opportunities.

With advanced R&D capabilities, a strong and diversified clientele
base and premium quality products, the Group is poised to further
strengthen its core competency while achieving operational excellence.
The Group will also continue to pursue its “Mingpeijiao” strategy of
acting as a key supplier of various renowned brands while striving to
become the leading global integrated optical products manufacturer.
In spite of the current challenging operating environment, the Group
is well positioned to capture new opportunities based on the following
five core strategies:

Looking ahead, the Group will enhance business relationships with
existing customers by providing products and services of best
quality, thus capturing larger supply ratio. On the other hand, the
Group will focus on developing new customers, especially well-
known customers in various target markets. With our marketing
channels in China, Japan, Korea, Singapore, the United States
and Europe, we believe that the above mentioned objectives can
be achieved.

Product innovation and quality are of paramount importance to
the Group’s sustainable development.

The Group will continue to expand its investment in R&D in the
year of 2009, with focus in the following two aspects:

(1) Upgrade the existing products of the three business segments
to meet the demand of high-end customers, so as to maintain
and improve the gross profit margins of products.

(2) Integrate optical, mechanical, electronic and software
technologies to develop new products. By applying them
to new areas, the Group will be able to enhance its product
portfolio and further enlarge its non-handset related business,
preparing for the next round of market growth.
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3. Seizing business opportunities with China’s 3G

The issue of 3G licenses in the PRC during 2008 is expected to
spark the demand for 3G handsets. Since a 3G handset usually
has two camera modules, of which the high resolution one is
responsible for photo shooting while the low resolution one is
for image transmission during the calls, the development of 3G
handset market will increase the demand for camera modules
significantly. With the capability of carrying out mass production
of handset camera modules at 2.0 mega pixels or above with AF
or Zoom function, the Group is fully prepared to capture the future
growth potential as well as improve its revenue.

4. Refining the management and reducing production
costs

In 2009, the Group will promote the “lean production” in
Manufacturing Execution Systems (“MES”) to improve the overall
operational efficiency, reduce wastage and reduce production
costs, thereby enhance the competitiveness of the Group.

5. Implementing sound financial policies and maintaining
a solid financial position

In 2009, the Group will implement sound financial policies, and
continue to strengthen its day-to-day management of accounts
receivable, accounts payable and inventory. At the same time, in
order to maintain a solid overall financial position of the Group,
a more cautious approach to capital expenditure and investment
activities will be adopted.

SHARE OPTION SCHEME

On 25 May 2007, the Company adopted a share option scheme (the
“Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Company.
Eligible participants of Scheme include, without limitation, employees,
Directors and shareholders of the Group. Up to 31 December 2008,
no share option has been granted or agreed to be granted to any
person or exercised by any person under the Scheme.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S SHARES

The Company is empowered by the applicable Companies Law of
the Cayman Islands and the Articles of the Association to repurchase
its own shares subject to certain restrictions and the Board may
only exercise this power on behalf of the Company subject to any
applicable requirements imposed from time to time by the Stock
Exchange. There was no purchase, sale, redemption or cancellation
by the Company or any of its subsidiaries, of the Company’s listed
shares during the period from the Company’s Global Offering to 31
December 2008.
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BOARD OF DIRECTORS

The Board of Directors consists of 10 Directors comprising 4 executive
Directors, 2 non-executive Directors and 4 independent non-executive
Directors. The information on the Directors is set forth below.

DIRECTORS

Executive Directors

Mr. Wang Wenijian (£ 2£), aged 61, is one of the founders of the
Group, an executive Director and Chairman of the Board. He is
responsible for the overall formulation of policies, decision-making and
management of the Group. Mr. Wang joined #h#k B8k 1k 3¢ 23 2% 25 g
(Yuyao County Chengbei Optical Instruments Factory®) in 1984 as the
factory manager and had been its general manager since 1994 when
it was transformed to a joint stock limited liability company. Mr. Wang
won the essay competition on running business in the PRC organised
by the State Council Development Research Center and was awarded
the title of 1AL KEH (Chinese Business Master®) in 2004. Mr.
Wang obtained the title of & BIZ >3 (Outstanding Entrepreneur®)
from R TR EKHE (Ningbo Entrepreneurs Association*) and /i
MEEBAE (Ningbo Enterprise Unite League®) in 2006. Mr. Wang
acted as Honorary President of Yuyao Charity Federation in 2003
and as a guest professor of the College of Information Science and
Engineering, Zhejiang University in 2005. He obtained qualification as
a senior economist in 1996 from Z ) A RBA (Ningbo Municipal
Government). Senior economist is a recognised qualification in the
PRC and is normally granted to a person who has passed necessary
examinations and has acquired substantial management experience.
Mr. Wang is currently a director of all the operating companies of the
Group in the PRC.
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Mr. Ye Liaoning (3538 %), aged 43, is one of the founders of the Group,
an executive Director and chief executive officer of the Company. He
is responsible for formulating the Group’s policy and making decisions
and is also responsible for the overall daily administration of the
Group. Mr. Ye joined #A#k 825 AL Y B2 88k (Yuyao County Chengbei
Optical Instruments Factory*) in 1984 and had been its deputy
general manager since 1995. Mr. Ye has obtained the qualification
of senior economist issued by the Personnel Bureau of Yuyao City
in 2004. Senior economist is a recognised qualification in the PRC
and is normally granted to a person who has passed necessary
examinations and has acquired substantial management experience.
Mr. Ye obtained a diploma from #1/T EEE R KZ (Zhejiang Radio &
TV University) in 1999.

Mr. Xie Minghua (#BA %), aged 60, is an executive Director. Mr. Xie is
responsible for formulating the Group’s policy and making decisions, in
particular, in respect of the optical component business of the Group.
He graduated from Hangzhou University in 1982 with a bachelor’s
degree in physics. Prior to joining the Group in January 2003, Mr.
Xie was a senior officer in the relevant government departments and
has approximately 18 years of experience in administration. Mr. Xie
was appointed as the director of the Office for Restructuring the
Yuyao Economy by the Standing Committee of the National People’s
Congress in 1990. He was then appointed as the director of the Office
of the People’s Government of Yuyao City in 1994, and was appointed
as the Authority of Yuyao Broadcasting & TV Bureau in 1997.

Mr. Wu Jinxian (R &), aged 53, is an executive Director. Mr. Wu is
responsible for formulating the Group’s policy and making decisions,
in particular, in respect of the optical instrument business of the
Group. Prior to joining the Group in January 2001, Mr. Wu worked in
Yuyao Optoelectronic in 1986, and was a deputy manager in 1995.
Mr. Wu graduated from g2#k kb £ (Yuyao Northern City Middle
School*). He attended the training course on 2B 2 XHE'ET 253
7 (the State Quality System and Quality Certification*) held by China
State Bureau of Quality and Technical Supervision from 1995 to 1996,
and obtained qualification as qualified economist by Ningbo Bureau
of Personnel in 1995.
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Non-executive Directors

Mr. Shao Yang Dong (RFIIER), aged 39, is a non-executive Director.
Mr. Shao is a managing director of and has 30.19% equity interest
in Chengwei Ventures Evergreen Management, LLC (being a limited
liability company incorporated in the Cayman lIslands comprising
individual partners and members), which manages Chengwei Ventures
Evergreen Advisors Fund, LLC, Chengwei Ventures Evergreen Fund,
L.P., and Chengwei Partners, L.P. Mr. Shao was appointed as a
director of each of Sunny Optics and Sunny Instruments in May
2005, Sunny Zhongshan Optics in October 2005, Sunny Opotech in
November 2005 and Sunny Infrared in March 2006. Mr. Shao was a
director of AAC Acoustic Technologies Holdings Inc. from March 2004
to February 2007 and currently sits on the board of Oval Technologies
Holdings, Inc.. He previously worked as a financial analyst at the
investment banking division of Salomon Brothers Inc. Mr. Shao
obtained a bachelor’s degree in economics (Magna Cum Laude)
in 1993 from Columbia University, where he was elected Phi Beta
Kappa. He also attended the Graduate School of Business at Stanford
University and earned a master’s degree in business administration in
2000. He was appointed as a non-executive Director in May 2007.

Mr. Michael David Ricks, aged 47, is a non-executive Director. Mr.
Ricks is presently the chief executive officer of Investor Growth Capital
Asia Limited and also a managing director of Investor Growth Capital
Inc. Investor Growth Capital Asia Limited and Investor Growth Capital
Inc. are both wholly-owned subsidiaries of Investor AB. Mr. Ricks has
been involved in the information technology and telecommunications
business since the early 1980’s, in both startups and established
companies. Prior to joining Investor Growth Capital, Mr. Ricks held
executive positions at several international telecommunications
companies. Mr. Ricks holds a Master of Business Adminstration
(“M.B.A.”) from the University of Chicago Graduate School of Business
and a Bachelor of Arts (“B.A.”) from the University of California at San
Diego. Mr. Ricks currently serves as a director of a number of private
companies on behalf of Investor AB.
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Mr. Ricks has not held any directorship in public listed companies
or other major appointments and qualifications during the past three
years or any position with the Company or any of its subsidiaries. He
was appointed as a non-executive Director in September 2007.

Independent Non-executive Directors

Dr. Chang Mei Dick or Dr. Dick Mei Chang (3k7), aged 69, is an
independent non-executive Director. Dr. Chang currently sits on the
board of each of AAC Acoustic Technologies Holdings Inc. and Avago
Technologies Limited. Dr. Chang has over 30 years’ experience in
the development, manufacturing and marketing of semiconductor
and optoelectronic products. He joined Hewlett-Packard Company
(“HP”) in 1966 and worked in HP and Agilent Technologies, Inc. (after
Agilent Technologies, Inc.’s spin-off from HP) until 2005. He was the
president and general manager of the Semiconductor Products Group
and a senior vice president of Agilent Technologies, Inc. before he
left that company. Dr. Chang graduated from the California Institute
of Technology with a bachelor’s degree in physics and Stanford
University with a doctor’s degree in philosophy. He was appointed as
an independent non-executive Director in May 2007.

Mr. Koji Suzuki (82
Director. He joined Topcon Corporation (a company listed on the

J& ), aged 67, is an independent non-executive

Tokyo and Osaka Stock Exchanges) in 1964 and was its president
from June 2002 to June 2006. He is currently an adviser to the
board of Topcon Corporation. Mr. Suzuki graduated from Musashi
Institute of Technology, Tokyo with a bachelor of engineering in
industrial engineering management in 1964. He was the president
of Japan Optical Measuring Instruments Manufacturers’ Association
from July 2002 to July 2006, the vice-president of Japan Medical-
Optical Equipment Industrial Association from June 2002 to May
2006, and the director of Japan Surveying Instruments Manufacturers’
Association from July 2002 to June 2006. He also has been a member
of the Tokyo Chamber of Commerce and Industry since November
2004. He was awarded a Japan National Blue Medal of Honor in May
2006. He was appointed as an independent non-executive Director
in May 2007.
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Dr. Liu Xu (2I/8), aged 45, is an independent non-executive Director.
Dr. Liu currently is the standing vice dean of the College of Information
Science and Engineering, Zhejiang University. Dr. Liu graduated from
Universite Paul Cezanne, France with a doctor’s degree in information
and material science. He was then engaged in his postdoctoral
research in instrument and meter science in Zhejiang University
from 1990 to 1993 where he obtained a postdoctoral certificate.
Dr. Liu also holds a bachelor’s degree in engineering from Zhejiang
University. Dr. Liu has over 16 years’ experience in education, and
has been an associate professor of Zhejiang University since 1992.
In 1995, he became the head of the National Key Lab of Modern
Optical Instrument. In addition, he is a director of a private company
engaged in sales and manufacturing of optical engines of projection
displays. He was appointed as an independent non-executive Director
in May 2007.

Mr. Zhang Yuqing (38 5k B), aged 61, is an independent non-executive
Director. Prior to joining the Group, Mr. Zhang worked in _E/8/87% 5
(Shanghai Port Bureau*) as the head of the financial division as well
as the auditing division. He was appointed as a director of _E/&ZFE R
IR AR A R (Shanghai Worldbest Industry Development Co.,
Ltd.*) from 2001 to 2003 and acted as its chief financial officer. Mr.
Zhang graduated from /& 8:&E 2k (Shanghai Maritime University) in
1982 with a bachelor’s degree in economics and is a certified public
accountant of the Chinese Institute of Certified Public Accountants.
He currently sits on the board of each of Rizhao Port Co., Ltd and
Shanghai Xinmei Real Estate Co., Ltd. He was appointed as an
independent non-executive Director in May 2007.

SENIOR MANAGEMENT

Mr. Sun Yang (f8)4), aged 36, is the vice president of the Company.
He is responsible for the financial, legal and investor relations
management matters of the Group. Mr. Sun graduated from Ningbo
University in 1995 with a bachelor’s degree in economics. He then
obtained a master’s degree in economics from Shanghai University
of Economics and Finance in 2005. Prior to joining the Group in
March 2003, Mr. Sun once worked in 25 &5 B R & T2 7 (Ningbo
Securities Company Limited*). He joined #T/L 72 (££E) BRHBRAQ
A] (Zhejiang Sunny (Group) Joint Stock Company Limited*), originally
known as Yuyao County Chengbei Optical Instruments Factory,
as chief officer of its investment management centre in 2002. Mr.
Sun was granted a qualification for providing securities investment
consultation services by China Securities Regulatory Commission in
1999.
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Mr. Liu Rui (218), aged 41, is a vice president of the Company.
He is responsible for the strategic planning and the information
management. Mr. Liu graduated from University of West Sydney with
a master’s degree in business administration in 2005. He obtained a
bachelor’s degree in chemistry engineering from Zhejiang University in
1989. Prior to joining the Group in February 2006, Mr. Liu worked in
BREE CRY) THEAERAR (Olympus (Shenzhen) Industrial Ltd.)
as planning manager.

Ms. Lee Suk Yee (ZfifE), aged 37, is the qualified accountant
and one of the joint company secretaries of the Company. Ms. Lee
joined the Group in 2007. Ms. Lee is primarily responsible for overall
financial management and company secretarial matters. Ms. Lee has
approximately 14 years of experience in the fields of finance, auditing
and accounting. Prior to joining the Group in January 2007, Ms. Lee
was the head for financial disclosure compliance and reporting section
of a listed bank in Hong Kong. Ms. Lee has a bachelor’s degree in
business administration from the University of Wisconsin-Madison in
the U.S.A. and a master degree in science in financial analysis from
the Hong Kong University of Science and Technology. Ms. Lee is a
certified public accountant of The American Institute of Certified Public
Accountants and an associate member of The Hong Kong Institute of
Certified Public Accountants.

Mr. Ho Francis ({f]#%), aged 44, is the chief technology officer of the
Company. He is responsible for technology integration and research
of the Group. He has approximately 15 years of experiences in optical
R&D and project management. Mr. Ho obtained a master’s degree in
applied physics from Catholic Louvain University in Belgium in 1989.
He has extensive experience in optical R&D and project management.
Mr. Ho previously worked in Optoelectronic Laboratory of Industry
Technology Research Institute in Xing Zhu, Taiwan. Prior to joining
the Group in April 2007, he worked as overseas business manager at
Geniuo Electronic Optical Co., Ltd. from July 2006. He also worked
in other listed companies such as Meiloon, Lite-on Electronics and
Primax Technology from 1994 to 2006, mainly responsible for R&D of
consumer electronics and business application products.
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Mr. Li Siging, (ZPU)E), aged 42, is the general manager of Zhejiang
Sunny Optics Co., Ltd. and Ningbo Sunny Infrared Technologies
Company Ltd. and a director of Sunny Japan Co. Ltd and Sunny
Korea Company Limited. He is responsible for overseeing the daily
administration of these companies. Mr. Li obtained a master’s degree
in engineering from 78 % Yt 25 H I FTAT (Xi'an Institute of Precise
Optical Machinery*) in 1990, and a master's degree in business
administration from Zhongshan University in 2003. Prior to joining the
Group in November 2005, he worked in the Panyu Factory of Olympus
and Concord Camera Inc of Shenzhen, and was subsequently
appointed as the general manager of BEXZ (EXR) ARAA
(Guangdong Phoenix Optics Company Limited*). Mr. Li was awarded
as qualified engineer by the local authority of Panyu City in 1996.

Mr. Wu Jun (R1%), aged 43, is the deputy general manager of Sunny
Optics Co., Ltd.. He is responsible for assisting the general manager
in the daily administration of Sunny Optics. Mr. Wu graduated with a
bachelor’s degree in optical instruments from /&4 Z28% (Shanghai
Institute of Mechanism) in 1986. He later earned the qualification as a
senior engineer in 1997 from 7/ T4 A % (Zhejiang Provincial Bureau
of Personnel). Prior to joining the Group in November 2001, Mr. Wu
worked in TP EESR@M (Jiangxi Optics Instrument General
Factory*) for 10 years as research officer and chief of quality control.
He also joined Yuyao Optoelectronic in 1997.

Mr. Zhang Guoxian (551 ), aged 43, is a deputy general manager
of Sunny Optics Co., Ltd.. He is responsible for assisting the general
manager in the daily administration of Sunny Optics. Mr. Zhang
joined the Group in 2001. He graduated from & #kIRH HE: (Yuyao
Wancheng School*) in 1983 and joined Yuyao Optoelectronic since
his graduation.
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Mr. Guo Jingchao (385 8), aged 46, is the deputy general manager
of Zhejiang Sunny Optics Co., Ltd. (“Sunny Optics”). He overlooks
the entire plates business of Sunny Optics, including production,
technology and quality control. Mr. Guo obtained a Bachelor’s degree
from Changchun University of Science and Technology in 1986, and a
Master’s degree in engineering management from Nanjing University
of Science and Technology in 2002. Prior to joining the Group in
February 2001, Mr. Guo worked in 24 & (Costar Group*). He
served as the deputy general manager of Costar Group and 55 7l
¥t EABMR A A (Lida Optical and Electronic Co., Ltd.*). In 1997, Mr.
Guo was accredited as a senior engineer by A E1LF T EBEA N
A (China North Industries Group Corporation*).

Mr. Zhao Zhiping (#86F), aged 39, is the general manager of
Sunny Optics (Zhongshan) Co., Ltd. and is responsible for its daily
administration. Mr. Zhao graduated with a diploma in industrial
economic management from AERILEKE (Zhongnan University
of Economics®) in 1990. Mr. Zhao has approximately 15 years of
experience in the optical industry. Prior to joining the Group in
February 2006, Mr. Zhao worked in 5252 % 25 R A7) (Dongghua
Xintai Optics Company Limited*) & E R BE X EHFR A a (Guangdong
Phoenix Optics Company Limited*).

Mr. Pan Weimin (& &R), aged 54, is a deputy general manager of
Sunny Optics (Zhongshan) Co., Ltd.. He is responsible for assisting
the general manager in the daily administration of Sunny Zhongshan.
Prior to joining the Group in November 2001, Mr. Pan worked in ;T 7
St &SR 4 (Jiangxi Optics Instrument General Factory*) as a deputy
factory manager. He joined Yuyao Optoelectronic in 1997. Mr. Pan
graduated from the school attached to JT 783t & {#& SR T B 2R
(Jiangxi Optics Instrument General Factory?®).

Mr. Zhang Zhiping (58 %F), aged 41, is the deputy general manager
of Sunny Optics (Zhongshan) Co., Ltd.. He is responsible for the daily
management of Sunny Zhongshan Optics, including human resources,
administrations, general affairs and business innovations. Mr. Zhang
graduated from M EEEIHEAZ (Hunan Radio And Television
University*) in 1992. Prior to joining the Group in April 2006, he worked
for (5= X2 HR A 7] (Center Optical Co., Ltd.*) as the deputy factory
manager.
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Mr. Chen Huiguang (FR 2 &), aged 45, is the deputy general manager of
Ningbo Sunny Infrared Technologies Company Ltd.. He is responsible
for assisting the general manager in the daily administration of Sunny
Infrared. Mr. Chen obtained a bachelor’s degree in optical instruments
from ST KEZ (Zhejiang University) in 1983. He also obtained a
master’s degree in engineering from Zhejiang University in 1992. Prior
to joining the Group in November 2001, Mr. Chen worked in 1 X155
T B
Limited*) and thereafter joined #2%k¥ & (Yuyao Optoelectronic®) in
1999.

BBR /A A (Xintian Precision and Optical Instrument Company

Mr. Zheng Shouhao (E85F£), aged 51,
Optics (Korea) Co., Ltd. and a representative director of J1& Y &#k

is the Chairman of Sunny

A&t (Power Optics Company Limited). He is responsible for daily
operational management of Sunny Optics (Korea). Mr. Zheng obtained
a Bachelor’s degree in chemical mechanics from FZEIEI7 28 111K
B (Busan National University) in February 1981, and a Master’s
degree in environmental engineering from & & 5& 7 A 24X (Yeongnam
University) in February 1985. Prior to joining the Group in the second
half of 2004, Mr. Zheng worked for = £Z %A 7] (Samsung Techwin
Co., Ltd.) of Korea SAMSUNG Group. Later he was appointed as
the factory manager of KE=EHXEF
electronics Co., Ltd.).

A A] (Tianjin Samsung Opto-

Mr. Wang Wenijie (£ 7K), aged 41, is the general manager of Ningbo
Sunny Opotech Co., Ltd. and a director of Jiangsu Sunny Medical
Instruments Co., Ltd.. He is responsible for the daily administration of
Sunny Opotech and for the policy set up, decision and administration
of Sunny Medical. Mr. Wang graduated from H#7TAKZ (Zhejiang
University) with a bachelor’s degree in engineering in 1989. Prior to
joining the Group in July 2002, he worked in Yuyao Optoelectronic
since his graduation. Mr. Wang was awarded by &8t A= (Yuyao
Personnel Bureau®) in 1998 as engineer.

Mr. Zhang Baozhong (RE &), aged 40, is a deputy general manager
of Ningbo Sunny Opotech Co., Ltd.. He is responsible for assisting
the general manager in the daily administration of Sunny Opotech.
Mr. Zhang graduated from L AZ (Zhejiang University*) with a
bachelor’s degree in engineering in 1990. Prior to joining the Group in
November 2001, Mr. Zhang worked in Z& {2 8L AR 27 (Ningbo
Xingao Suhua Co., Ltd.*) and he has been a senior engineer of Yuyao
Optoelectronic.
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Mr. Gu Xun (E&3), aged 42, is the deputy general manager of Ningbo
Sunny Opotech Co. Ltd. and a director of Jiangsu Sunny Medical
Instruments Co., Ltd. (“Sunny Medical”). He is responsible for the
marketing and sales of Sunny Opotech and Sunny Medical. Mr. Gu
obtained a Master’s degree in Business Administration from B2 N
FTRE R ELR (University of Chicago Graduate School of Business®) in
1999 and a Bachelor’s degree in Electronic Engineering from #1/T X
& (Zhejiang University) in 1989. Prior to joining the Group in August
2007, Mr. Gu was the principal consultant for strategic changing in
NGB AT (PricewaterhouseCoopers Consulting Firm*), the
vice president of FEFIF#%EHEE (Siemens Mobile (China)*), the
marketing director of B {ZF B [E (Ericsson (China) Co. Ltd.*) and
the manager of quality management in EEER EMEE (Midea Group®).
Mr. Gu was accredited as Electronic Engineer by ER%ERIZE (The
Committee of Science and Technology of Guangdong Province®) in
1993.

Mr. Xu Yi (f812), aged 47, is the managing Director of Jiangsu Sunny
Medical Instruments Co., Ltd. He is responsible for daily operational
management of Sunny Medical. Mr. Xu obtained a Bachelor’s degree
in automatics from [EEAEZ: (Tongji University) in 1985 and had
several relevant invention patents. Prior to joining the Group in 2008,
Mr. Xu had worked for the Air Force, FE BN EEFTIRE QA
(China Agricultural Development Trust Investment Company*), /&
MEFERHE AR, EEREIEESRRMNAR AT (Shanghai Shinyuan
Inverter Electric Co., Ltd.”) and B8R iR EERMAR A F]. He was
appointed as the national sales director of F Bl ER#EEEEIRER
&) (China Agricultural Development Trust Investment Company*), the
general manager of £/ #5572 B, the deputy general manager of
HEFTRESEE RN AR A F) (Shanghai Shinyuan Inverter Electric
Co., Ltd.*) and the general manager of /8RR EERMER A A
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Mr. Jin Zhide (& %1E), aged 45, the deputy general manager of Jiangsu
Sunny Medical Instruments Co., Ltd. He is responsible for assisting the
general manager to deal with daily operational management of Sunny
Medical. Mr. Jin obtained a Bachelor’s degree in computer science
from /8RIERE K& (Shanghai Science and Technology University)
in 1985, and completed the two-year course of Japanese computer
science in B AN KIR A £ (Nagasaki University) in 1992. Prior to joining
the Group in August 2008, Mr. Jin had worked in /&M R Z 84
firfAZ 0 (Shanghai Development Center of Computer Software
Technology*), L/8#1#EE F R F AR Q] (Shanghai Xinhua Electronics
System Co., Ltd*) and E/8EFZHFELIEBR A A (Shanghai Guang
Ping Information System Engineering Co., Ltd*). Later he served as
the general manager of /8% 5 &M R A& (Shanghai Changer
Tec Information Technology Co., Ltd*). Mr. Jin was accredited as a
senior engineer by &M AZER (Shanghai Personnel Bureau®) in
2002 and as a senior registered professional manager by & B> %5
{1 & (China Enterprise Evaluation Association*) in 2005.

Mr. Lou Guojun (#EEIE), aged 44,
Ningbo Sunny Instruments Co., Ltd. and is responsible for the daily

is the general manager of

administration of Sunny Instruments. He obtained a diploma in
business enterprise operation management from #7TLEEER AL
(Zhejiang Radio & TV University*) in 1999. He obtained the qualification
as an economist in 2000 from the Personnel Bureau of Ningbo City.
Prior to joining the Group in November 2001, Mr. Lou worked in Yuyao
Optoelectronic.

Mr. Shen Xiaojiang (/B
Ningbo Sunny Instruments Co., Ltd. He is responsible for assisting the

/L), aged 39, is a deputy general manager of

general manager in the daily administration of Sunny Instruments. Mr.
Shen graduated with a bachelor’s degree in mechanical manufacturing
techniques and facilities from EREET/KEZPT (Guangdong
Province Zhanjiang Fisheries College*) in 1991. Prior to joining the
Group in November 2001, Mr. Shen worked in Yuyao Optoelectronic.
He obtained the qualification as an engineer in 1998 from &M AR
BT (Ningbo Municipal Government®).
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Mr. Huang Weibing (E77fx), aged 48, is a deputy general manager
of Ningbo Sunny Instruments Co., Ltd. and the general manager
of Sunny Instruments. He is responsible for assisting the general
manager in the daily administration of Ningbo Instruments and the
daily administration of Nanjing Instruments. Mr. Huang graduated
with a diploma in electronics from ST & /& & B R AE (Jiangsu Radio
& Television University) in 1983. Prior to joining the Group in July
2005, Mr. Huang has worked in 7 /LK HAEHR QA (Nanjing
Jiangnan Yongxin Optical Company Limited*) as deputy general
manager.

Mr. Zhu Xingiang (4 #758), aged 43, is the general manager of Shanghai
Sunny Hengping Scientific Instrument Co., Ltd. (“Sunny Hengping”).
He is responsible for daily operational management of Sunny Hengping
Instrument. Mr. Zhu obtained a Bachelor’s degree in optical instrument
from /832 T K2 (Shanghai Technology and Engineering University)
in 1986 and a Master’s degree in Business Administration from &R
IE T K& (East China University of Science & Technology) in 2003.
Prior to joining the Group in November 2007, Mr. Zhu worked in
B = DATESEMR (Shanghai Third Analytical Instrument Factory),
O MTER4EM (Shanghai Analytical Instrument Overall Factory) and
EHEFRIEEIRB PR AR (Shanghai Hengping Scientific Instrument
Co., Ltd.). He served as the deputy factory manager of /&5 & zs
4 (Shanghai Analytical Instrument Overall Factory) and the general
manager of E/EBFRIZEERER A A (Shanghai Hengping Scientific
Instrument Co., Ltd.). Mr. Zhu was accredited as a qualified engineer
by the local authority of Shanghai in 1991.

Mr. Du Guorong (fEB1 %), aged 48, is the deputy general manager of
Shanghai Sunny Hengping Scientific Instrument Company Limited. He
is responsible for the sales business of Sunny Hengping Instrument.
Mr. Du graduated from E&ERSETFER in 1982 with secondary
education. Before joining the Group in November 2007, he had
worked for _E/85 — K F{EES M (Shanghai Second Balance Instrument
Factory), /8K (%2248 (Shanghai Balance Instrument Overall
Factory) and /818 FRIZ24& 32 B R A 7] (Shanghai Hengping Scientific
Instrument Co., Ltd.), and subsequently served as the sales manager
of &5 — X F 23 (Shanghai Second Balance Instrument Factory)
and the deputy general manager of L/&EFRIEEEZER AR
(Shanghai Hengping Scientific Instrument Company Limited).
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Mr. Li Jun (£%9), aged 46, is the deputy general manager of
Shanghai Sunny Hengping Scientific Instrument Company Limited.
He is responsible for the technology and R&D of Sunny Hengping
Instrument. Mr. Li received a Bachelor’s degree in Computer Science
from E/&RHTAE (Shanghai University of Science and Technology)
in 1983 and a Master’s degree in Industry and Instrument Analysis
from #E R I T K (East China University of Science and Technology)
in 1996. Before he joined the Group in November 2007, he had
worked for /80 #T1EES42 M (Shanghai Analytical Instrument Overalll
Factory) and /8% 2 6258 R 2 7 (Shanghai Precision Scientific
Instrument Co., Ltd.), and subsequently served as the deputy factory
manager of _E/8 DT &E2 42 M (Shanghai Analytical Instrument Overall
Factory) and chief R&D officer of L/ 5% B 2EEBR A A (Shanghai
Precision Scientific Instrument Co., Ltd.). Mr. Li was accredited as an
engineer by the local authority of Shanghai in 1990. He is currently
the vice chairman of FEISHTEZEEE (China Analytical Instrument
Academy).

Mr. Zhu Chuangui (5{#%), aged 45, is the general manager of
Sunny Instruments Singapore PTE. Ltd.. He is responsible for the
daily operational management of Sunny Instruments Singapore. Mr.
Zhu received a Doctor’s degree from BRI LR 75 22 Yt 45 TR LA,
5T FT (Xi’an Institute of Optics and Precision Mechanics of CAS*)
in 1992. He undertook postdoctoral studies in  Xi’an Institute of
Optics and Precision Mechanics of CAS from 1992 to 1994 and was
a senior visiting scholar in the three dimensional image study team
of electronic engineering faculty in B T &2 K2 (Nottingham
Trent University*) from 1997 to 1998. Before joining the Group in
2008, he had served as an associate researcher of Xi’an Institute
of Optics and Precision Mechanics of CAS; the dean of Youth
Research Centre, supervisor of postgraduate students and standing
committee of Xi'an Institute of Optics and Precision Mechanics of
CAS; research fellow of #1 N FFIE T XS ML T2 2t BiE
K EEZE = (Computer Integrated Medical Intervention Lab, School
of Mechanical & Production Engineering, Nanyang Technological
University, Singapore®), and a project manager of Volume Interactions
Company.
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Directors and Senior Management

EEREREERE

Mr. Song Yunfeng (REI£), aged 44, is the deputy general manager and
a director of Sunny Instruments Singapore PTE. Ltd. He is responsible
for the daily sales business of Sunny Instruments Singapore. Mr.
Song graduated from the School of Precision Instrument and Optical
Electronic Engineering of X# K& (Tianjin University) with a Master’s
degree in engineering in 1987, and obtained a Doctor’s degree in
engineering from JE#EKE (Tsinghua University) in 1990. He has
received various awards, such as Country Invention Medal and
Technology Advancement Medal. Before joining the Group in March
2008, Mr. Song worked for IR T2 Ef (Ministry of Space Industry
of PRC), ¥ FE T KEZ (Nanyang Technological University),
Singapore Factory of American Dataplay Company, and 703 &H%
75 B (Agency for Science, Technology of Singapore and Research).
Mr. Song was awarded with research fellow qualification issued by
Ministry of Space Industry in 1995.

Mr. Ye Gang (%), aged 47, is the deputy general manager and
a director of the Sunny Instruments Singapore PTE. Ltd.. He is
responsible for the planning and management of new product R&D of
Sunny Instruments Singapore. Mr. Ye obtained a Master’s degree in
engineering from School of Precision Instrument and Optical Electronic
Engineering in K;EXE (Tianjin University) in 1986 and a Doctor’s
degree in engineering from &% K& (Tsinghua University) in 1990.
Prior to joining the Group in March 2008, Mr. Ye worked in FEE F
BRI FIEE 482 7] (China Electronics Technology Development Co.,
Ltd), Kinergy, a Singapore company, and the Singapore branch of
Mitutoyo which was a Japanese company.

Note:
The English names mentioned in this section marked “*” are translations of

their respective Chinese names. In case of inconsistency, the Chinese names
shall prevail.

* For identification only
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The Directors recognise the importance of incorporating elements
of good corporate governance in the management structures and
internal control procedures of the Group so as to achieve effective
accountability and to maximise the shareholders’ benefits.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company complied with all the principles and code provisions and
most of the recommended best practices of the Code on Corporate
Governance Practices (“Corporate Governance Code”) contained
in Appendix 14 to the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (“Listing Rules”) for the
year ended 31 December 2008. The corporate governance practices
adopted by the Company are summarized below.

THE BOARD
Board Functions

Accountable to the Shareholders, the Board of Directors is responsible
for the promotion of the success of the Company by directing and
guiding its developments and operations in a responsible and effective
manner. Board members have a duty to act in good faith, with due
diligence and care, and in the best interests of the company and its
shareholders.

While business operations are delegated to qualified management
under the supervision of the respective executive Directors, the types
of decisions which are to be taken by the Board include:

Setting the Company’s mission and values;

2. Formulating strategic directions of the Company;

3. Reviewing and guiding corporate strategy; setting performance
objectives and monitoring implementation and corporate
performance;

4. Monitoring and managing potential conflicts of interest of
management and Board members; and

5. Ensuring the integrity of the Company’s accounting and financial
reporting systems, including the independent audit, and that

appropriate systems of control are in place, in particular, systems

for monitoring risk, financial control, and compliance with the

law.
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Board Composition

The Board should have a balance of skills and experience appropriate
for the requirements of the business of the issuer. The Board should
ensure that changes to its composition can be managed without
undue disruption. The Company is committed to the view that the
Board should include a balanced composition of executive and non-
executive Directors (including independent non-executive Directors)
so that there is a strong independent element on the Board which
can effectively exercise independent judgment. The Board currently
comprises of 10 Directors, including:

Name of Director
EENA

EEENE

ESRARBRITAXZBHTORELRER A
BREZENENEEITGEXNTBENEBH
B - ADRIRGE EFETNHRTHIFNTES
(BREBUIFNTES) ABEYE  HREFES
SEEY  TARELBEIAE  EESREH
TREEAK - BE -

Executive Directors #{/TE%E

Mr. Wang Wenjian (Chairman) £ X254 (T /&)
Mr. Ye Liaoning (CEQ) EHR B 4 (77 AE#)
Mr. Xie Minghua B % % 4

Mr. Wu Jinxian 5 # B 5t 4

Non-executive Directors F#1TEE
Mr. Shao Yang Dong AR ER 4t 4
Mr. Michael David Ricks%c 4

Independent non-executive Directors B FEHTEE
Dr. Chang Mei Dick 3R k& =+

Mr. Koji Suzuki $47R5& — &

Dr. Liu Xu 2lf8i&+

Mr. Zhang Yuqing 3R & B 5 4

The Company is also committed to the view that the independent
non-executive Directors should be of sufficient caliber and number for
their views to carry weight. The independent non-executive Directors,
biographical details of whom are set out in the Section headed
“Directors and Senior Management” in this Annual Report, are free
from any business or other relationship which could interfere in any
material manner with the exercise of their independent judgment. The
Composition of the Board as at the date of this Annual Report is set
out in the Section headed “Directors and Senior Management” and
the term of appointments of the Directors is set out under the section
“Directors’ Service Contracts” herein.

ARREE  BUFFRATESN S HEABEAE
HEKE FEERAFEN - BUIFNTES
MEESNAFR [EEhafEEE] —& X
WY MMER A BREZEELTRBLHBANED
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The Board supervises the management of the business and affairs of
the Company. The Board’s primary duty is to ensure the validity of
the Company and to ensure that it is managed in the best interests
of the shareholders as a whole while taking into account the interests
of other stakeholders.

The Board has established four specific committees with written terms
of reference to assist it in the efficient implementation of its functions,
namely the Audit Committee, Remuneration Committee, Nomination
Committee and Strategy and Development Committee. Specific
responsibilities have been delegated to the above committees.

The Board delegates specific tasks to the Group’s management
including the implementation of strategies and decisions approved by
the Board and the preparation of accounts for approval by the Board
before public reporting.

Each of the executive, non-executive, and independent non-executive
Directors has entered into a continuous service contract with the
Company and is subject to the rotational retirement and re-election
requirements of the Company’s Articles of Association and the Code
Provisions. None of the Directors has any financial, business, family
relationships or any relationships in other material aspects with each
other.

The independent non-executive Directors contribute to the Company
with diversified industry expertise, advise the management on strategy
development and ensure that the Board maintains high standards of
financial and other mandatory reporting as well as provide adequate
checks and balances to safeguard the interests of shareholders and
the Company as a whole.

Each of independent non-executive Directors has given a written
confirmation to the Company confirming that he has met the criteria
set out in Rule 3.13 of the Listing Rules regarding the guidelines for
the assessment of independence of Directors. The Company believes
that the independent non-executive Directors have all complied
with the relevant guidelines as stipulated in such rule and are still
considered as independent.
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Chairman and Chief Executive Officer

To ensure a good balance of responsibility, accountability and
independence, the roles of the Chairman and the Chief Executive
Officer are segregated and performed by Mr. Wang Wenijian (£ X )
and Mr. Ye Liaoning (¥7E %), respectively.

The Chairman is responsible for developing strategic direction and
development of the Group. The Chief Executive Office and other
executive Directors, working with and supported by the non-executive
Directors, are responsible for managing the Group’s business affairs,
including the implementation of strategies adopted by the Board and
attending to the formulation and successful implementation of Group’s
policies and assuming full accountability to the Board for all Group’s
operations.

During the year under review, Mr. Wang Wenjian (£ 3228), Chairman
of the Board, directed the strategic growth and development of the
Group, with the responsibility of reviewing the implementation of the
Board’s policies and decisions and representing the Group meeting the
media and the public, while Mr. Ye Liaoning, Chief Executive Officer
of the Group, is responsible for overseeing the day-to-day operations
of the Group and the implementation of the Board’s policies and
decisions, including execution of annual business plan and investment
plan. According to Rule A.2.1 of Appendix 14 of the Listing Rules,
the role of the Chairman, Mr. Wang Wenjian and the Chief Executive
Director, Mr. Ye Liaoning is clearly defined, which strengthen each
other’s independence, accountability and responsibility.

Appointment, Re-Election and Removal

The Company has implemented a set of formal, considered and
transparent procedures for the appointment of new Directors to
the Board. The Company has also put in place of plans for orderly
succession for appointment to the Board. All Directors will be subject
to re-election at regular intervals. The Board must explain the reasons
for the resignation or removal of any Director.
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THE ATTENDANCE OF MEETINGS OF
BOARD OF DIRECTORS

Regular Board meetings were held. During the year, the Board
convened 8 Board meetings in total based on the business
developments and needs of the Company. In addition, special Board
meetings would be held when necessary. The attendance of each
Director at Board meetings as follows:

Name of Director

HEEEEER

EEEeRHBTER TR EFQERNEBH
BEAAFPFTEHBITBREZTEEH - M &
FENEEERERBIRKIEFTEER - B8
EHFEEESERNLENT

Full Meeting of the Board of Directors
No. of Attendance/No. of Meetings

EESEReE
E=4E HERY, EFRE
Mr. Wang Wenjian TXERE 8/8
Mr. Ye Liaoning BEELLE 8/8
Mr. Xie Minghua BIBAEESLE 7/8
Mr. Wu Jinxian REBSLE 7/8
Mr. Shao Yang Dong BRDER L 8/8
Mr. Michael David Ricks Michael David Rickst 4 8/8
Dr. Chang Mei Dick RAE L 6/8
Mr. Koji Suzuki RAE KL 7/8
Dr. Liu Xu Gl 5/8
Mr. Zhang Yuging RRESLE 7/8

Directors are consulted to include matters in the agenda for regular
Board meetings. Dates of regular Board meetings are scheduled
at least 14 days in advance to provide sufficient notice to give all
Directors an opportunity to attend. For all other Board meetings,
reasonable notice will be given.
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HMREGHESLFE mABEMESSHAISE
HAIRBA o

Annual Report 2008 53R



50

Corporate Governance Report

(in Renminbi (“RMB”) millions, except per share amounts)

SEEARE
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NOMINATION COMMITTEE

The

Nomination Committee, with written terms of reference, is

comprised of 3 members, namely, Dr. Chang Mei Dick and Dr. Liu Xu

(both are independent non-executive Directors) and Mr. Wang Wenjian

(an executive Director). Dr. Chang was appointed as the chairman of

the Nomination Committee.

The

principal roles and functions performed by the Nomination

Committee during the year include:

(a)

to review the structure, size and composition of the Board on a
regular basis and make recommendations to the Board regarding
any proposed changes;

to identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of individuals nominated for directorship according to
the stipulated nomination procedures;

to assess the independence of independent non-executive
Directors with regard to the requirements under the Listing Rules;
and

to make recommendations to the Board on relevant matters
related to the appointment or re-appointment of Directors and
succession planning for Directors in particular the Chairman and
the Chief Executive Officer.
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FEBEEF -

REN - REEERTEHT TERBERHE
TF &I -

THRSEFECRE  ABLAS
ERHELZEBHREETSRIER

(a) NI
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Meeting of the Nomination Committee is held at least once a year and
otherwise required. 1 meeting was held in 2008. The attendance of
each Director at Nomination Committee meetings as follows:

Name of Director

REZESEFHRLVBIT—INGH » 2008F A4
TT—Regz SEELHEREZTESLEHNL

BREOT -

Nomination Committee
No. of Attendance/No. of Meetings

REZEY
E=EE HERE EERE
Mr. Wang Wenjian T EEfR4d 1/1
Dr. Chang Mei Dick RAE L 1/1
Dr. Liu Xu 2fBiE L 1/1
REMUNERATION COMMITTEE FMEES
The Company has established a Remuneration Committee with writen ARG EKZFHMEZE® - YT B E @B E K

terms of reference. The Remuneration Committee comprises of 3
members, namely, Mr. Koji Suzuki and Mr. Zhang Yuging (both are
independent non-executive Directors) and Mr. Shao Yang Dong (who
is a non-executive Director). Mr. Koji Suzuki was appointed as the
Chairman of the Remuneration Committee.

The principal roles and functions performed by the Remuneration
Committee during the year include:

(@) to make recommendations to the Board on the Company’s
policy and structure of the remuneration of Directors and senior
management after assessing their respective performances;

(b) to have the delegated responsibility to approve the terms of
Directors’ service contracts, determine the specific remuneration
packages of all Executive Directors and senior management and
make recommendations to the Board of the remuneration of the
Non-executive Directors;

(c) to review and approve performance-based remuneration by
reference to corporate goals and objectives resolved by the Board
from time to time;

(d) to review and approve the compensation payable to Executive
Directors and senior management in connection with any loss or
termination of their office or appointment.
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EEERWE

(AEEBET » BREFEFI))

The meeting of the Remuneration Committee is held at least
once a year and otherwise required. 1 meeting was held in 2008.
The Remuneration Committee has reviewed and approved the
remunerations and bonus payable to executive Directors and senior
management for the financial year under review. The Remuneration
Committee Chairman has reported to the Board on the proceedings of
the meeting. Details of the amount of Directors’ emoluments of 2008
are set out in Note 12 to the consolidated financial statements. The
attendance of each Director at Remuneration Committee meetings is
as follows:

Name of Director

Sy tE

FMZEeBFRIBITREE TEEAS
ZEHRE  —TTNFRBITT —REHE - FH
ZEgCENIHENBENBRFERNNITES
keaREBRENMe Mt - FMEESXFD
MEFSEBRZEZNREREF - —_TTN\FE
FHESRFBER GV BHRERME12 8F
EHEFHEE S SENLENT -

Remuneration Committee
No. of Attendance/No. of Meetings

FMEES
EEEB HERE EBREE
Mr.Shao Yang Dong ABAP SR S &= 1/1
Mr. Koji Suzuki BARE A 1/1
Mr. Zhang Yuging RARE LA 1/1

AUDIT COMMITTEE

The Company has established an Audit Committee with written terms
of reference. The Group’s audited final results for the year ended 31
December 2008 were reviewed by all the Audit Committee members,
namely, Mr. Zhang Yuging (Chairman of the Audit Committee), Dr.
Chang Mei Dick, Dr. Liu Xu, Mr. Michael David Ricks and Mr. Shao
Yang Dong.

All issues raised by the Audit Committee have been addressed by
management. The work and findings of the Committee have been
reported to the Board. During the year, the issues there were being
brought to the attention of the management and the Board were not
important and therefore no discussion is required herein. Full minutes
of Audit Committee meetings are kept by the Company Secretary.
Drafts and final versions of minutes of the Audit Committee meetings
are sent to all members of the Audit Committee for their comments
and record respectively, in both cases within a reasonable time
after the meeting. The Audit Committee is provided with sufficient
resources, including the advice of external auditors, to discharge its
duties.
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The principal roles and functions performed by the Audit Committee
during the year include:

(@) to consider and recommend to the Board on the appointment,
re-appointment and removal of external auditors, and to approve
their remuneration, and any question of their resignation and
dismissal;

(b) to review and monitor the integrity of the financial statements
of the Group together with the Company’s interim and Annual
Report;

(c) to maintain an appropriate relationship with the Group’s external
auditors; and

(d) to oversee the Group’s financial control and internal control.

During the year ended 31 December 2008, two Audit Committee
meetings were held. The Audit Committee has reviewed the Annual
Report for the year ended 31 December 2008, external auditor’s
remuneration, internal control system and interim report for the period
ended 30 June 2008 at the relevant meetings and recorded unanimous
decisions. The Chairman of the Audit Committee has reported to the
Board on the proceedings of these meetings. The Board has not taken
any view that is different from that of the Audit Committee.

Furthermore, another meeting was held on 30 March 2009 to review,
inter alia, the Annual Report and financial statements of the Group for
the year ended 31 December 2008, the report from external auditor
on the audit of the Group’s financial statements, the continued non-
exempt connected transactions, internal control system review and
the re-appointment of external auditor.

The attendance of each Director at Audit Committee meetings as
follows:

Name of Director
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Audit Committee No. of Attendance/
No. of Meetings

EREES
EEZER RE EFBRH
Mr. Zhang Yuging RRESTE 2/2
Dr. Chang Mei Dick SRAIE L 2/2
Dr. Liu Xu ZIfeE L 2/2
Mr. Michael David Ricks Michael David Ricks7t 4 2/2
Mr. Shao Yang Dong BRAPER S A 2/2
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STRATEGY AND DEVELOPMENT
COMMITTEE

The Company’s Strategy and Development Committee is comprised
of 6 members, namely, Mr. Wang Wenjian, Mr. Ye Liaoning, Mr. Xie
Minghua and Mr. Wu Jinxian (all are executive Directors) and Mr. Koji
Suzuki and Dr. Chang Mei Dick (both are independent non-executive
Directors). Mr. Wang Wenjian was appointed as the chairman of the
Strategy and Development Committee. The primary duties of the
Strategy and Development Committee are to advise the Board on
the Group’s strategy for business development and future prospects
in the international market for optical and optical-related products. It
is intended that members of this committee shall consist of domestic
and international experts in the optical industry and other related
industry.

The meeting of the Committee is held at least four times a year or
when necessary.

Name of Director

RERBRERS

ARANEE N EREZEGHOREFAN - B
MITEEEXERE  BERELL  WHFELL
HREBERENRBYIFRTEETRAE AL
HRAEL - IXERERBZERRBNRERE
BeXF REMABERZBESIZAENAKE
B 5 755 3 R R DA B o R B e B2 A R 7 o ) BRI B
MEMRAESERTER -ZBENKERE
SAMKBIRA R RARRETTRPHER -

ZEEBFRIBTHAERE  NTEEATER
FE e

Strategy and Development Committee
No. of Attendance/No. of Meetings

FERREZESR
EEEB HERE ERRE
Mr. Wang Wenjian TXELE 4/4
Mr. Ye Liaoning BEELE 4/4
Mr. Xie Minghua HBRIESEE 4/4
Mr. Wu Jinxian REBLE 3/4
Dr. Chang Mei Dick RAEL 3/4
Mr. Koji Suzuki RARE - KE 4/4

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules, and after having made specific
enquiry with regard to securities transactions after the Global Offering
by the Directors, all Directors have confirmed their compliance with
the required standards set out in the Model Code regarding Directors’
securities transactions throughout the year ended 31 December
2008.

N

ARBCERM TR EAOFE ) M ARE
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EFHEMERBEERELFIHNAREREK
EREFCHER HREBEE-_TTN\F+-A=
T-HLEFE-—BEETRETRMBEHEEE
HRPEIE

Sunny Optical Technology (Group) Company Limited Z2F ¢t 28 (£8) BRA A



95

EXTERNAL AUDITOR

The Board agrees with the Audit Committee’s approval of appointment
of Deloitte Touche Tohmatsu (“DTT”) as the Company’s external
auditors, for 2009. Their reporting responsibilities on the Financial
Statements are set out in the Independent Auditor’s Report of this
Annual Report on pages 74 and 75. Details of the amount of auditors’
remuneration in 2008 are set out in Note 9 to the consolidated financial
statements. The Company has also paid fees amounting to HK$2.4
million to the auditors for audit service as reporting accountants during
the year. Apart from providing the audit service to the Group, DTT did
not provide any other non-audit services to the Group.

DTT will retire and offer themselves for re-appointment at annual
general meeting of the Company to be held on 15 May 2009. The re-
appointment of DTT as the external auditors of the Group has been
recommended by the Audit Committee and endorsed by the Board,
subject to approval of shareholders in the forthcoming annual general
meeting.

FINANCIAL REPORTING

The Directors are responsible for keeping proper accounting records
and preparing the financial statements which give a true and fair
view of the state of affairs of the Company and its subsidiaries, in
accordance with Hong Kong Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance. In
preparing the financial statements for the year ended 31 December
2008, the Directors have made judgments and estimates that are
prudent and reasonable and prepared the financial statements on a
going concern basis.

Management has provided such explanation and information to the
Board as would enable the Board to make an informed assessment of
the financial and other information before the Board for approval.

The statement by the auditors of the Company about their
responsibilities for the financial statements is set out in the report of
the auditors contained in this Annual Report.
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The Board’s responsibility to present a balanced, clear and
understandable assessment extend to annual and interim reports,
other price-sensitive announcements and other financial disclosures
required under the Listing Rules, and reports to regulators as
well as information required to be disclosed pursuant to statutory
requirements.

INTERNAL CONTROL

The Board is responsible for the Group’s system of internal control and
for reviewing its effectiveness. The Board, the Group’s internal audit
department and management conduct reviews of the effectiveness
of the Company’s system of internal control, including those of its
subsidiaries. The Audit Committee reviews the findings and opinion
of the Group’s internal audit department and management on the
effectiveness of the Company’s system of internal control, and reports
to the Board on such reviews. In respect of the year ended 31
December 2008, the Board considered the internal control system
effective and adequate. No significant areas of concern which might
affect shareholders were identified. The effectiveness of the Audit
Committee itself is reviewed annually through a formal process which
involves the Joint Company Secretaries preparing an evaluation of
its effectiveness. This is examined by both the internal and external
auditors before submitted to the Board for endorsement.

The internal audit division of the Group should ensure that the
Company maintains sound and effective internal controls to safeguard
the shareholder’s investment and the Company’s assets. The main
functions of the internal audit division are to audit the operating
efficiencies of each of the operating units, to carry out audit upon
resignation of any key management personnel, to assist Board in
reviewing the effectiveness of the internal control system of the Group
and to review internal controls of business processes and project
based auditing (such as auditing of trade receivables and issuance
of commodities auditing report). Evaluation of the Group’s internal
controls covering financial, operational compliance controls and risk
management functions had been done on an ad hoc basis.
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INVESTOR RELATIONS AND
SHAREHOLDERS’ COMMUNICATION

The Group recognises the importance of enhancing shareholders’
understanding of its business and prospects, and therefore has
taken a proactive approach in communicating with the investment
community, including institutional investors and retail investors.

In 2008, the Group carried out regular investor relations activities
after the announcement of interim results and annual results, which
included holding a couple of one-on-one meetings in Hong Kong and
Singapore in April right after the announcement of annual result. In
May, the Group also held a reverse roadshow in its PRC headquarter.
And a series of roadshows were also held in Beijing, Shanghai and
Hong Kong during November. Besides, the Group participated in
different investor-related events throughout the year, namely “UBS
Greater China Conference 2008”, “Deutsche Bank Access China
Conference 2008” and “2nd Forbes China & Citi SME Investment
and Development Forum & Awarding Ceremony of China Best Small
& Medium Sized Enterprises 2008 & China Best Venture Capitalists
2007”, “Nomura Asia Equity Forum”, “BNP Paribas Securities Asia
— The 15th Annual China Conference”, so as to maintain close
relationship with the investors.

Moreover, starting from 2008, Newsletter is sent to investors every
month, which improves the Group’s transparency, and helps the
investors to know more about the Group’s operations update.

Shareholders of the Company are recommended to visit the Group’s
website (www.sunnyoptical.com) from time to time, where up-to-date
information of the Group can be accessed.

On behalf of the Board
Wang Wenjian

Chairman

30 March 2009
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The Directors are pleased to present the 2008 Annual Report,
including the audited consolidated (or combined) financial statements
for the year ended 31 December 2008.

CORPORATE REORGANISATION

The Company was incorporated as a limited company in Cayman
Islands on 21 September 2006.

Pursuant to a reorganisation scheme to rationalise the structure
of the Group in preparation for the public listing (the “Listing”) the
Company'’s shares on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), the Company became the holding company of the
companies now comprising the Group on 24 October 2006. Details of
the reorganisation were set out in the prospectus dated 4 June 2007
issued by the Company.

The shares of the Company were listed on the Stock Exchange with
effect from 15 June 2007. The Company issued 200,000,000 shares
with a nominal value of HK$0.1 each, at a price of HK$3.82 per
share by a way of the Global Offering to Hong Kong and overseas
investors. The consideration received by the Company for the issue
was HK$764.0 million.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities
of its principal subsidiaries are set out in Note 36 to the consolidated
financial statements.
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DIVIDENDS DISTRIBUTION

The results of the Group for the year ended 31 December 2008 are
set out in the consolidated income statement on page 76.

The Directors recommend the declaration of a final dividend at the
rate of RMB0.020 (equivalent approximately to HK$0.022) per share
payable on 22 May 2009 to all persons registered as holders of
shares on 12 May 2009. The Register of Members will be closed
from 12 May 2009 to 15 May 2009, both days inclusive. In order
to be qualified for the dividend and attending the Annual General
Meeting (“AGM”) to be held on 15 May 2009, shareholders should
submit share certificates together with transfer documents to Hong
Kong Branch Share Registrar, Computershare Hong Kong Investor
Services Limited of Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong on or before 4:30
p.m. on 11 May 2009.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to approximately RMB218,000.

MAJOR CUSTOMERS AND SUPPLIERS

Details of the Group’s transactions with its major suppliers and
customers during the year are set out below:

In 2008, the Group’s largest supplier accounted for 31.9% (2007:
37.2%) and the 5 largest suppliers combined accounted for 45.5%
(2007: 53.4%) of the total purchase of the Group.

In 2008, the Group’s largest customer accounted for 14.7% (2007:
6.6%) and the aggregate sales attributable to the Group’s five largest
customers were less than 40% of the total turnover of the Group in
both of the years of 2007 and 2008.

At no time during the year did any director or any shareholder of the
Company have an interest in any of the Group’s five largest suppliers
or customers.
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PROPERTY, PLANT AND EQUIPMENT

Details of movement of property, plant and equipment of the Group,
during the year in the fixed assets are set out in Note 13 to the
consolidated financial statements.

SHARE CAPITAL

Details of change during the year in the share capital of the Company
are set out in Note 27 to the consolidated financial statements.

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed

securities.

DISTRIBUTABLE RESERVES OF THE
COMPANY

Distributable reserves of the Company as at 31 December 2008,
calculation under the Cayman Islands Companies Law amounted to
RMB992.6 million (2007: RMB935.3 million) including share premium
of RMB685.8 million and retained earnings of RMB306.8 million.

W% - EERRE

ERAARERAFEERTEETNE - #ER
REOEEFBEHNGRE W HREMEE3 -

SN

BRAARRIBRARAERENE(CHEBHNGS
KM E27 -

FAARRREMBARLEBA - HERE
B{EAARRE ETES

N2 B WY Al 7K fe

EHESEMERAAIEHE  AAAKRZEZE
NEFEFZA=ZT—BNAIEREEAR
#992,600,000t (= T T £ F: A R ¥
935,300,0007T) - B HE KR M 2 B A R &
685,800,0007T % 1R B & # A [ #306,800,000
5T o

Sunny Optical Technology (Group) Company Limited Z&2F Yt 2RE; (%2E) ARAF



61

DIRECTORS

The Directors of the Company during the year and up to the date of
this report were:

Executive Directors

Mr. Wang Wenijian (re-elected on 21 May 2008)
Mr. Ye Liaoning (re-elected on 21 May 2008)
Mr. Xie Minghua (re-elected on 21 May 2008)
Mr. Wu Jinxian (re-elected on 21 May 2008)

Non-executive Directors

Mr. Shao Yangdong (re-elected on 21 May 2008)
Mr. Ricks Michael David (re-elected on 21 May 2008)

Independent Non-executive Directors

Dr. Chang Mei Dick (re-elected on 21 May 2008)
Mr. Koji Suzuki (re-elected on 21 May 2008)

Dr. Liu Xu (re-elected on 21 May 2008)

Mr. Zhang Yuqing (re-elected on 21 May 2008)

In accordance with the provisions of the Company’s Articles of
Association, at least one-third of the Directors will retire by rotation
and, being eligible, offer themselves for re-election at the forthcoming
annual meeting of the Company. A circular containing the explanatory
statement on repurchase by the Company of its shares, the
biographical details of the Director candidates and the notice of annual
general meeting will be sent to Shareholders of the Company.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract
with the Company for an initial term of three years commencing from
18 May 2007. The service contract shall not be terminated within 12
months since the date of Listing.

Each of the non-executive Directors is appointed for an initial term of
three years commencing from 18 May 2007, except Mr. Ricks Michael
David whose service contract is commencing from 30 September
2007, and each of the independent non-executive Directors is
appointed for initial term of three years commencing from 18 May
2007.

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Group within one year without payment of
compensation, other than normal statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN
SHARES

As of 31 December 2008, the interests and short positions of the
Directors and the chief executive in the shares, underlying shares
and debentures of the Company or of any associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQ”)), as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies, were as

follows:
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Approximate

Name of Long/short Capacity/Nature of percentage of
Name of Director  Corporation position interest Number of shares shareholding
Bxps EEER BR/ KR Vg £33 RHEE FRENEIL
Mr. Wang Wenjian The Company Long position Trustee (Note 1) 57,940,940 5.79%
IXERSE PAN/NG] ) FEA (HiEE1)
The Company Long position Trustee and Beneficiary 421,460,060 42.15%
NG He of a trust (Note 2)
XTAARETAXTA
(P5E2)
Mr. Ye Liaoning The Company Long position Beneficiary of a trust 421,460,060 42.15%
BEELE iN/NE] 45°) (Note 3)
FRXaA (HE3)
Mr. Wu Jinxian The Company Long position Beneficiary of a trust 421,460,060 42.15%
REBRE Vi/NE] 45°) (Note 4)
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Notes:

M

Mr. Wang Wenjian (£ XZ) is the trustee of the PRC Investor Trust.
The PRC Investor Trust is a trust on the entire issued share capital of
Sun Zhong, which in turn owns 5.79% of the issued share capital of the
Company. Accordingly, Mr. Wang Wenijian is deemed to be interested in
57,940,940 shares under the SFO.

Mr. Wang Wenjian (£ X Z) is the trustee and one of the beneficiaries of
the Sunny Employee Trust. The Sunny Employee Trust is a trust on the
entire issued share capital of Sun Ji. Sun Ji owns 92.32% equity interest
in Sun Xu, which in turn owns 42.15% of the issued share capital of the
Company. Accordingly, Mr. Wang Wenijian is deemed to be interested in
421,460,060 shares under the SFO.

Mr. Ye Liaoning (¥3E%) is a beneficiary under the Sunny Employee
Trust, under which he is entitled to 6.20% of the beneficial interest. As
a beneficiary of the trust, he is deemed to be interested in all the equity
interest that Sunny Employee Trust owns under the SFO. Sun Ji owns
92.32% equity interest in Sun Xu, which in turn owns 421,460,060 shares
of the Company. As a controlling shareholder, Sun Ji is deemed to be
interested in all the shares that Sun Xu owns under the SFO. Accordingly,
Mr. Ye Liaoning is deemed to be interested in 421,460,060 shares under
the SFO.

Mr. Wu Jinxian (R#E) is a beneficiary under the Sunny Employee
Trust, under which he is entitled to 2.81% of the beneficial interest. As
a beneficiary of the trust, he is deemed to be interested in all the equity
interest that Sunny Employee Trust owns under the SFO. Sun Ji owns
92.32% equity interest in Sun Xu, which in turn owns 421,460,060 shares
of the Company. As a controlling shareholder, Sun Ji is deemed to be
interested in all the shares that Sun Xu owns under the SFO. Accordingly,
Mr. Wu Jinxian is deemed to be interested in 421,460,060 shares under
the SFO.

Other than as disclosed above, none of the Director, chief executives

had
ord

any interests or short positions in any shares, underlying shares
ebentures of the Company or any of its associated corporations

as of 31 December 2008.
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SHARE OPTION SCHEME

On 25 May 2007, the Company adopted a share option scheme (the
“Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Company.
Eligible participants of Scheme include, without limitation, employees,
Directors and shareholders of the Group. Up to 31 December 2008,
no share option has been granted or agreed to be granted to any
person or exercised by any person under the Scheme.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S SHARES

The Company is empowered by the applicable Companies Law of
the Cayman Islands and the Articles of the Association to repurchase
its own shares subject to certain restrictions and the Board may
only exercise this power on behalf of the Company subject to any
applicable requirements imposed from time to time by the Stock
Exchange. There was no purchase, sale, redemption or cancellation
by the Company or any of its subsidiaries, of the Company’s listed
shares during the period from the Company’s Global Offering to 31
December 2008.

DIRECTORS’ INTERESTS IN SIGNIFICANT
CONTRACTS

No significant contract, to which the Company, its holding company,
its controlling shareholder, fellow subsidiaries or subsidiaries was a
party and in which a Director had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during
the year.

MANAGEMENT CONTRACT

No management contracts in force during the year for the management
and administration of the whole or any substantial part of the Group’s
business subsisted at the end of the year or at any time during the
year.
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DISCLOSURE OF SUBSTANTIAL

SHAREHOLDERS

As of 31 December 2008, so far as the Directors are aware, the %
following persons or institutions have beneficial interests or short %l
positions in any shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, Cap 571 of the Laws of Hong
Kong, or who is directly and/or indirectly interested in 10% or more
of the nominal value of any class of share capital carrying rights to

vote in all circumstances at general meetings of any other member

of the Group:

TERREDKE

“EENFF+A=+—H BREFHAH T
AL RBBEBRBETBERESNEESFN
IR RO EXVER B2 30 B R E AR AN B R
B R AR BB SRR D R R R SOR B
FEER, REERERAIREMER TEREE
R E M B R BRRA G R ER R A
E{E10% 3k A F#EA

Approximate

Long/short percentage of
Name Position Type of interest Number of Share shareholding
% BE/ KR Rz ER BB EE FREAESHL
Sun Xu Limited (“Sun Xu”) Long position Beneficial owner 421,460,060 42.15%
SRR AR ([58]) L) EREAA
Sun Ji Limited (“Sun Ji”) (Note 1) Long position Interest in a controlled corporation 421,460,060 42.15%
REARAR ([R2E]) e VNI 3l
GEal)
Mr. Wang Wenijian (Note 2) Long position Interest in a controlled 479,401,000 47.94%
EIXE (fsE2) A corporation, trustee of a
trust and trustee and one of
beneficiaries of a trust
XEBRRIZES  EEXTEARR
ERXFEAREP—E(E3
ZmA
Mr. Ye Liaoning (Note 3) Long position Beneficiary of a trust 421,460,060 42.15%
REELE (WHE3) sy FEE@A
Mr. Wu Jinxian (Note 4) Long position Beneficiary of a trust 421,460,060 42.15%
REEEE (Mz4) e FEEEEA
Summit Optical Holdings Inc Long position Beneficial owner 171,174,508 17.12%
(“Summit”) e BERBEAA
Chengwei Ventures Evergreen Long position Interest in a controlled corporation 207,715,208 20.77%
Fund, L.P. (Note 5) L) RERNA 2R
RRES (MzEs)
Sun Zhong Limited (“Sun Zhong”) Long position Beneficial owner 57,940,940 5.79%

RIFABRRAT ([5R])

R

ExfiAA
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Notes:

M

As Sun Ji owns more than one-third of the voting power of general
meetings of Sun Xu, Sun Ji is deemed to be interested in the 421,460,060
shares held of and in the Company by Sun Xu under the provisions of
SFO.

As Mr. Wang Wenjian is the sole shareholder of Sun Guang Limited and
the trustee and one of the beneficiaries of the Sunny Employee Trust,
Mr. Wang Wenjian is deemed to be interested in the 421,460,060 shares
held by Sun Xu under the provisions of SFO. As Mr. Wang Wenjian is
the trustee of the PRC Investor Trust, Mr. Wang Wenjian is deemed to
be interested in the 57,940,940 shares held by Sun Zhong under the
provisions of SFO.

Mr. Ye Liaoning is a beneficiary under the Sunny Employee Trust, under
which he is entitled to 6.20% of the beneficial interest. As a beneficiary of
the trust, he is deemed to be interested in all the equity interest that Sunny
Employee Trust owns under the SFO. Sun Ji owns 92.32% equity interest
in Sun Xu, which in turn owns 421,460,060 shares of the Company. As a
controlling shareholder, Sun Ji is deemed to be interested in all the shares
that Sun Xu owns under the SFO. Accordingly, Mr. Ye Liaoning is deemed
to be interested in 421,460,060 shares under the SFO.

Mr. Wu Jinxian is a beneficiary under the Sunny Employee Trust, under
which he is entitled to 2.81% of the beneficial interest. As a beneficiary of
the trust, he is deemed to be interested in all the equity interest that Sunny
Employee Trust owns under the SFO. Sun Ji owns 92.32% equity interest
in Sun Xu, which in turn owns 421,460,060 shares of the Company. As a
controlling shareholder, Sun Ji is deemed to be interested in all the shares
that Sun Xu owns under the SFO. Accordingly, Mr. Wu Jinxian is deemed
to be interested in 421,460,060 shares under the SFO.

CWI Optical Holdings, Inc. (“CWI”) is interested in 36,540,700 shares.
As Chengwei Ventures Evergreen Fund, L.P. owns more than one-third
of the voting power of general meetings of each of CWI and Summit,
Chengwei Ventures Evergreen Fund, L.P. is deemed to be interested in
the 207,715,208 shares held by CWI and Summit in aggregate under the
SFO.

Chengwei Ventures Evergreen Management, LLC is the general partner of
Chengwei Ventures Evergreen Fund, L.P., accordingly, Chengwei Ventures
Evergreen Management, LLC is deemed to be interested in 207,715,208
shares under the SFO.
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EXL Holdings LLC owns more than one-third of the voting power of
general meetings of Chengwei Ventures Evergreen Management, LLC
and EXL Holdings, LLC is a company controlled by Mr. Li Eric Xun,
accordingly, each of EXL Holdings, LLC and Mr. Li Eric Xun is deemed to
be interested in 207,715,208 shares under the SFO.

Definition of terms:

-  “PRC Investor Trust” refers to a trust established on 28 July 2006 on the
entire issued share capital of Sun Zhong

- “Sunny Employee Trust” refers to a trust established on 28 July 2006 on
the entire issued share capital of Sun Ji

- “PRC Investors” refers to the beneficiaries of the PRC Investor Trust

Save as disclosed above, as of 31 December 2008, no other
shareholder, other than directors or chief executives, of the Company
had any interests or short positions in the shares or underlying shares
of the Company as recorded in the register required to be kept under
section 336 of the SFO.

APPOINTMENT OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive Directors independent.

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in Note 34 to the
consolidated financial statements also constituted continuing
connected transactions under the Listing Rules which are required
to be disclosed in this report in accordance with Chapter 14A of the
Listing Rules. During the year ended 31 December 2008, the Group
has carried out certain business transactions with the following
connected companies and entities:

(@) Given the growth in business and the Group’s policy to
concentrate on core business of optical and optical related
products, the Group purchased and sold raw materials from/
to Yuyao City Xingbang Optoelectronic Instruments Company
Limited pursuant to the Product Sale Agreements dated on 1
January 2007 amounting to approximately RMB4,343,000 and
RMB351,000 respectively.

EXL Holdings, LLCH§4& Chengwei Ventures Evergreen
Management, LLCIRIE KA EBHBE=5 2 —HKE
# + MEXL Holdings, LLCALI Eric Xunfc £ % -
E AR A K EAE &P - EXL Holdings, LLCXLi
Eric Xun%t 4 ¥R A A207,715,2080% i {7 £ 1
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(b) Shanghai Sunny Hengping Scientific Instrument Company Limited,
Ningbo Sunny Instruments Co., Ltd., Ningbo Sunny Opotech
Co., Ltd., Ningbo Sunny Infrared Technologies Company Ltd.
and Zhejiang Sunny Optics Co., Ltd. leased certain facilities
properties for general business and ancillary uses from Sunny
Group pursuant to the Facilities Tenancy Agreements entered
on 8 October 2008 amounting to approximately RMB2,730,000
throughout the year.

(c) Shanghai Sunny Hengping Scientific Instrument Company Limited
sold scientific instruments to Shanghai Shuangquan Scientific
Instruments Company Limited (“Shuangquan”) pursuant to the
Distribution Agreement dated on 25 July 2008 amounting to
approximately RMB1,566,000 throughout the year. Shuangquan
is principally engaged in the distribution and selling of scientific
instruments and possesses a well-established distribution network
and capabilities. The appointment of Shuangquan as a distributor
of the products is a good opportunity for the Group to take
advantage of their valuable resources, thereby enhancing the
Group’s turnover, profitability and market presence in the PRC.

(d) Given its growth in business and the Group’s policy to concentrate
on core business of optical and optical related products, the
Group purchased raw materials from Yuyao City Xingli Optics
Instruments Factory pursuant to the Product Sale Agreements
dated 1 January 2007 amounting to approximately RMB1,292,000
throughout the year.

The Independent Non-executive Directors have reviewed and
confirmed that the above continuing connected transactions were
entered into:

(i) in the ordinary and usual course of business of the Group;

(i) on normal commercial terms or on terms no less favourable
to the Group than those available to or from independent third
parties; and

(iiiy in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

The transactions are defined by the Listing Rules as “continuing
connected transactions” and are exempt from the independent
shareholders’ approval requirements. The transactions have complied
the reporting and announcement requirements set out in Chapter 14A
of the Listing Rules.
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CONNECTED PERSONS

(0

(i

(i)

Mr. Wang is the Chairman of the Board and an executive Director
and Yuyao City Jiahua Optoelectronic Components Factory
is wholly-owned by the spouse of his sister, an associate.
Accordingly, Yuyao City Jiahua Optoelectronic Components
Factory is a connected person of the Company.

Mr. Wu is an executive Director and Yuyao City Urban Fanxing
Electrical Appliance Factory is wholly-owned by the nephew
of his spouse, an associate. Accordingly, Yuyao City Urban
Fanxing Electrical Appliance Factory is a connected person of the
Company.

Mr.
Optoelectronic Instruments Company Limited is wholly-owned

Wu is an executive Director and Yuyao City Xingbang

by his cousin, an associate. Accordingly, Yuyao City Xingbang
Optoelectronic Instruments Company Limited is a connected
person of the Company.

Mr. Ye is an executive Director and Yuyao City Xingli Optics
Instruments Factory is wholly-owned by his brother-in-law, an
associate. Accordingly, Yuyao City Xingli Optics Instruments
Factory is a connected person of the Company.

Sunny Group, which is an associate of a Director and Substantial
Shareholder, is a connected person of the Company under
Rules 1.01 and 14A.11 of the Listing Rules and any transactions
between the Group and Sunny Group shall constitute connected
transactions under the Listing Rules.

As Mr. Du Guorong is a substantial shareholder of Shanghai Sunny
Hengping Scientific Instrument Company Limited, a non wholly-
owned subsidiary of the Company and Shuangquan is entirely
owned by Ms. Chen Wei, the spouse of Mr. Du, Shuangquan
is a connected person of the Company and the transactions
contemplated under the Distribution Agreement, which are
continuing or recurring in nature, constitute continuing connected
transactions of the Company under the Listing Rules.
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Pursuant to Rule 14A.38 of the defined the Listing Rules, the Board
engaged the auditor of the Company to perform certain agreed upon
procedures in respect of the continuing connected transactions of
the Group. The auditor has reported the factual findings on these
procedures to the Board. The independent non-executive Directors
have reviewed the continuing connected transactions and the report
of the auditor and have confirmed that the transactions have been
entered into by the Company in the ordinary course of its business
and in accordance with the terms of the agreement governing such
transactions that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

During the year 2008, the purchase of raw materials from each of the
companies, Yuyao City Jiahua Optoelectronic Components Factory
and Yuyao City Urban Fanxing Electrical Appliance Factory by the
Group did not exceed the aggregate annual cap namely RMB900,000.
The purchase and sales of raw materials from/to Yuyao City Xingbang
Optoelectronic Instruments Company Limited did not exceed the
aggregate annual cap namely RMB9.4 million. The purchase of raw
materials from Yuyao City Xingli Optics Instruments Factory did not
exceed the aggregate annual cap namely RMB1.3 million. The sales of
scientific instruments to Shanghai Shuangquan Scientific Instruments
Company Limited did not exceed the aggregate annual cap namely
RMB2.5 million. The rents payable for facilities and ancillary facilities
to Sunny Group during the year did not exceed the aggregate annual
cap namely RMB3.1 million for the year ended 31 December 2008.

INTERESTS IN COMPETITORS

No Director or chief executive of the Company holds any interests in
entities which compete with the Group in any aspect of its business.

EMOLUMENT POLICY

The Group’s emolument policy is designed to attract, retain and
motivate talented individuals to contribute to the success of the
business. The emolument policy of the employees of the Group is
formulated and reviewed by the Remuneration Committee on the basis
of their merit, qualifications and competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regards to the Group’s operating
results, individual performance and comparable market statistics.
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The Group operates a Mandatory Provident Fund (“MPF”) Scheme
under rules and regulations of MPF Schemes Ordinance for all its
employees in Hong Kong. All the employees of the Group in Hong
Kong are required to join the MPF Scheme. Contributions are made
based on a percentage of the employees’ salaries and are charged to
consolidated income statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme. No forfeited
contribution is available to reduce the contribution payable in the
future years as of 31 December 2008.

The Group’s subsidiaries in the PRC, in compliance with the applicable
regulations of the PRC, participated in a state-managed retirement
benefits scheme operated by the local government. The subsidiaries
are required to contribute a specific percentage of their payroll costs
to the retirement benefits schemes. The only obligation of the Group
with respect to the retirement benefits scheme is to make the specified
contributions.

During the year, the total amounts contributed by the Group to the
schemes and costs charged to the consolidated income statement
represent contribution payable to the schemes by the Group at rates
specified in the rules of the schemes.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association, or the laws of Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within knowledge of its directors at the latest practicable date prior
to the issue of the Annual Report, the Company has maintained a
sufficient public float throughout the period from 15 June 2007, being
the date of Listing to 31 December 2008.
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POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date are
set out in note 35 to the consolidated financial statements.

USE OF PROCEEDS FROM THE PUBLIC
OFFERING

As of 31 December 2008, the Group only utilised approximately of
RMB434.1 million out of the proceeds from the Global Offering. To the
extent that the net proceeds from the Company’s Global Offering are
not immediately required for the purposes mentioned in the Company’s
Prospectus dated on 4 June 2007, they were placed on short term
interest bearing-deposits with licensed banks in Hong Kong.

AUDITORS

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

By order of the Board of Directors
Wang Wenjian
Chairman

Yuyao, Zhejiang, the PRC
30 March 2009
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Independent Auditor’s Report
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TO THE MEMBERS OF
SUNNY OPTICAL TECHNOLOGY (GROUP) COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Sunny
Optical Technology (Group) Company Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set out on
pages 76 to 157, which comprise the consolidated balance sheet as
at 31 December 2008, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the consolidated
financial statements

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial
statements are free from material misstatement.

FRTABNE (RE) BRAFAZERR
(RAEFHEZMA LA BERLA)

RFEERANBET6RITERT L ERE (£
B)ARAR(RARD) REKEAT (57
[EEE) NEARBHRE  BER-_ZENE
toBEt-HMGAREEMERAERA L
FEMRANNR  BAEXEDRREARS
REE - ARTEEHHEME R RN -

ESURSMBHRRNEE

BERREFAHERBEREGHMASRABNEE
MHHEBREENRFERARIINEEREREK
BEEAAMZIREEEGEUBERE  BRER
it BERREERRREAEEAAZINGRAME
BRABHAMEE - FRAVBERRLEHR
MAFREREBMEREREL - B ERERE
EMNERTER  RRBAMEHEEN S EE

BB ET N EE

R E EARBERMY LS GAMBRE B
BELER  MER BT (fh—EEME) 8
& BEmEALE M o RFLTHARE 2 EY
FAEMATRBREFEAEE - RODHE
EASHARRBHNTBREERETER -
HEEUERRMETEEEE  HHRATE
BRI WABRRGANBHREASEMEA
R -
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the consolidated financial statements in order to design audit
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. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2008
and of the Group’s profit and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

30 March 2009

BERSRTE TREANERBRES P K #RER
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ZRBERER - BERNEREFHESTRANS
ABRRERRERELNEHEAETEEE U
RHESZ SV BHREANEBEZIITRA -
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Consolidated Income Statement

FOR THE YEAR ENDED 31 DECEMBER 2008

N2

P
N =]

=k

HE-FE/\F+-A=+—AIF R

2008 2007
—EENF —EELF
NOTES RMB’000 RMB’000
M5 AR®T AREET T
Revenue W A B 1,267,057 1,381,865
Cost of sales $H%&E KA (1,016,210) (1,005,268)
Gross profit 7| 250,847 376,597
Other income HE AU A 6 41,164 46,063
Selling and distribution expenses 5 & 9 #4552 (30,950) (32,942
Research and development expenditure fiff2% % (56,146) (28,535)
Administrative expenses 77 i 5% (108,009) (121,093)
Impairment loss on goodwill BE R {E &8 (8,006) -
Loss on partial disposal of interest in a subsidiary
& B F 2R E o M EE (216) =
Finance costs gf& XA 7 (15) (3,795)
Profit before tax xR ATz F 88,669 236,295
Income tax charge FT{SFi sz 8 (12,097) (10,424)
Profit for the year 4 A4 7l 9 76,572 225,871
Attributable to: 578 :
Equity holders of the Company ANA &R B A 78,377 225,436
Minority interests A #{ I B 25 (1,805) 435
76,572 225,871
Dividends % & 10 21,000 -
Earnings per share — Basic &A% & F| — A 11 RMBO0.08 RMBO0.25

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) BRA A



Consolidated Balance Sheet
AT 31 DECEMBER 2008

T

SEEERER

R-FFE/\Fr_A=1—H

2008 2007
—EENE —EELF
NOTES RMB’000 RMB’000
hr=s AR¥ET T ARETTT
NON-CURRENT ASSETS ¥ #RB&EE
Property, plant and equipment ¥ % - #28 & 3% & 13 496,579 401,142
Prepaid lease payments T8 FH & 14 19,762 20,264
Available-for-sale investments A] f H &% & 15 - 7,511
Goodwill 2 16 12,168 12,077
Intangible asset & & 18 8,796 =
Deferred tax assets {E LR & & 19 1,432 =
Deposits for acquisition of property, plant and equipment
WHEYZE - R R BB RS 4,001 =
542,738 440,994
CURRENT ASSETS R & E
Inventories 7 & 20 126,351 134,988
Trade and other receivables and prepayment
B 5 I B th & YRR IE K FE AR K 21 257,606 378,252
Prepaid lease payments &I & 14 502 502
Tax recoverable AJ Ug @l 18 2,246 =
Amounts due from related parties & #:E A L7538 34(c) - 2,298
Available-for-sale investments A i &84 15 4,000 66,188
Financial assets designated as at fair value through profit or loss
(“FVTPL”)
BAREFABR L EHEE 22 291,070 =
Pledged bank deposits 2 iR 1T1F 23 - 1,690
Bank balances and cash fR17456% M I8 & 23 387,536 543,689
1,069,311 1,127,607
CURRENT LIABILITIES RE & &
Trade and other payables & 5 & E fib & {5 5k 24 190,400 265,225
Amounts due to related parties FEft Eﬁ%ﬁ@}\iﬂlﬁ 34(c) 8,015 5,661
Amount due to a minority shareholder of a subsidiary
FEASTHT BB A B) D AR B 3R 1B 25 2,475 -
Tax payable JE{7iIE 306 2,670
Borrowings & & 26 18,284 =
219,480 273,556
NET CURRENT ASSETS #B&E FE 849,831 854,051
TOTAL ASSETS LESS CURRENT LIABILITIES #EERABEE 1,392,569 1,295,045
NON-CURRENT LIABILITIES ¥%E& &
Borrowings & & 26 17,226 -
Deferred tax liabilities #EERITH & & 19 7,996 -
Deferred income & E YA 1,023 =
26,245 -
1,366,324 1,295,045

Annual Report 2008 ¥k



78

Consolidated Balance Sheet
AT 31 DECEMBER 2008

SREEERER

R-FEE

= —

NFETZH=1+—8

2008 2007
—EENE ZETLF
NOTES RMB’000 RMB’000
B = AR%T T ARBTIT

CAPITAL AND RESERVES &K {1
Share capital B 27 97,520 97,520
Reserves f#& & 1,245,199 1,191,295

Attributable to: F/&@ :

Equity holders of the Company "R &)+ HF A 1,342,719 1,288,815
Minority interests 4> £t % SR i e 23,605 6,230
1,366,324 1,295,045
The consolidated financial statements on pages 76 to 157 were #HMNFBT6EZEFISTEZREMBEREAKLESTGZN

approved and authorised for issue by the Board of Directors on 30
March 2009 and are signed on its behalf by:

Wang Wenjian
EFXE
CHAIRMAN
£

“EZNF=A=THIERRENE - XHT
JIEFEHRERTE

Ye Liaoning
BEEE
DIRECTOR
EF
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Consolidated Statement of

Changes in Equity

FOR THE YEAR ENDED 31 DECEMBER 2008

79
n _\égéﬁﬁi

BE=FTNFFA=1—AILFE

Attributable to the equity holders of the Company A2 BRERE A&

Reserves fifé
Statutory  Discretionary Investment
Share Share  Special  surplus surplus Other  revaluation Translation ~ Retained Minority
capital premium  reserve  reserve reserve  reserves reserve  reserve  eamings  Sub-total interests Total
EE |
ke RHEE HARE EBEE RERHEE HbRE REERRE EARE  REEA Mt REER &5t
RMB'O00  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000 RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARETR  ARETn ARETr ARETn ARETn ARBTn ARETR ARETn ARETR
(oted)  (note b) (noteb)  (notec)
(Mira)  (Rsto) (Win) (M)
At 1 January 2007 R=F5+E-A-H 101 - 234846 31,008 916 29,070 - - 58941 354,776 5 354,882
Gain on fair value changes of avallable-for-sale B RERA L T
investments recognised directly in equity i EREAL BEEEH Wz - - - - - - 3188 - - 53188 - 3188
Proft for the year A&7 = = = = = = - - 20543 225436 435 22581
Total recognised income for the year A4 2 BERAMA - - - - - - 3,188 - 054% 208624 485 229,059
Capitalisation issue and division of shares A/ AR RKH AR 77915 - (11919) = = = = = - (17915 = =
Issue of new shares E7T31R 19504 725548 - - - - - - - 725548 - 745052
Acauisiton of a subsidiary (note 33) REMBAR (H3t33) - - - - - - - - - - 5790 579
Expenses relating to issue of new shares 21T AR X - (39739) - - - - - - - [39739) - (39739
Appropriations &£ - - - - - U9 - - (49 - - -
At 31 December 2007 R=FELE+-A=1+-8
and 1 January 2008 =55 \5—A-A 97520 685810 156,931 31,008 916 63,994 3,188 - 249453 1,191,295 6,230 1,205,045
Exchange difference arising from translation of foreign operation
and income recognised directly in equity
AERNEBAEENE ZRRERRRERTINNA - - - - - - - (285) - (285) - (285)
Transfer to profit or loss on disposal of available-for-sale investments
REETHLEREREA (F5) - - - - - - (3,188) - - [3189) - 3189
Proft for the year A4 - - - - - - - - TBAT AT (1805 76572
Total recognised income for the year 2VEfE B BERAM A - - - - - - (3,188) - T8311 75189 (1,805) 73,384
Contribution from minority shareholders » &R E & - - - - - - - - - - 1414 1414
Partal disposal of interest in subsidiaries &7 €& - - - - - - - - - - 1,246 1,246
Diidend peid & 7 - - - - - - - - 000 (21,000) - 21000
Acquistion of a subsiciary (note 33) SEERBAF (H3£33) - - - - - - - - - - 16520 16520
At 31 December 2008 A =55\ +-A=1-H 97520 685810 156,931 31,003 916 63,994 - (285) 306,830 1,245,199 23,605 1,366,324
Notes: BisE -
(@) The amount recorded in the special reserve at 1 January 2007, resulting () R-ZZ+4F—F— Bit ASRIEFENZERS :
from:
() the acquisition of 11.22% equity interest in Zhejiang Sunny Optics (i) RFEEARAR ([ZFEE]) WELRE

Co., Ltd. (“Sunny Optics”) and Ningbo Sunny Instruments Co., Ltd.

(“Sunny Instruments”) by Sunny Group Limited (“Sunny Group”),

represents the net carrying amount of 11.22% equity interest in Sunny

Optics and Sunny Instruments at the date of acquisition;

FREBAERAE ([FFHTRE]) RERKIE
FREARDA ([T 11.22% % -
BERFETANI R AT ES[NE R BE
ST R IRMERREDFE11.22% ¢
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Consolidated Statement of
Changes in Equity

FOR THE YEAR ENDED 31 DECEMBER 2008

AREBBR

BE—FEEN\F+_A=1+—HIFZF

the disposal of 24.47% equity interest in Sunny Optics and Sunny
Instruments by Sunny Group, represents the net carrying amount of
24.47% equity interest in Sunny Optics and Sunny Instruments at the
date of disposal;

(iii) the difference between the share capital and share premium of
Sunny Optics and Sunny Instruments attributable to the Company
(representing 63.36% equity interest in each of Sunny Optics and
Sunny Instruments) and the nominal value of the share capital of Sun
Yu Optical Technology Limited (“Sun Yu Optical”) during the group
reorganization involving share exchange transactions;

(iv) net carrying amount of 36.64% equity interest in Sunny Optics
and Sunny Instruments at the dates of exchange of 36.64% equity
interest in Sunny Optics and Sunny Instruments with shares in Sun
Yu Optical during the group reorganisation involving share exchange
transactions; and

the difference between the share capital and share premium of Sun
Yu Optical and the nominal value of the share capital of the Company
through an exchange of shares during the group reorganisation.

The statutory surplus reserve and discretionary surplus reserve are non-
distributable and the transfer to these reserves is determined by the
board of directors of the People’s Republic of China (“PRC”) subsidiaries
in accordance with the Articles of Association of the subsidiaries.
Statutory surplus reserve can be used to make up for previous year’s
losses or convert into additional capital of the PRC subsidiaries of the
Company. Discretionary surplus reserve can be used to expand the
existing operations of the Company’s PRC subsidiaries.

Other reserves represent enterprise expansion fund and reserve fund.
These reserves are non-distributable and the transfer to these reserves
is determined by the board of directors of the PRC subsidiaries in
accordance with the Articles of Association. Other reserves can be used
to make up for previous year’s losses or convert into additional capital of
the Company’s PRC subsidiaries.

RFEBHERFHNIXNERRFESR
24.47%HXHE - MEREE BT I LS
K3 F RS AR IR FE24.47% ;

(i)

AR REG ST 2 R T e H A &
BOEE (EFETANI B R T HSRS B R
REM63.36%) EEEF BRI RER QA ([7#
FHRE ) REBSHERBPRAEEZ Z5E

(i)

(iv) LAZRFHIT K2 K 32 F (% 2536.64% M X iR
RENBRNER BN HENRTES
36.64% % #E 1A A 7] & 48 #A iR AR /9 BR EDFE ¢
*

v) BRFREBRARBRMDGEEARRNAGER

B RAEEZ ZH -

EERBFEERBISAREETATRIEDIK - BHE
ERERENFRAHEZTEREPEARLMNE
(THFE MBARABERERE - AEABRFHE
ARAE LFEBRENERAARTTEREA
AIMEINER - BIERHFHBIBERERAAFS
B @A RMBREET -

HitEBECXBERES NFEED - 2ERHETH
FRED K - MR EZ S FEE RIS T B S
REMEFSREZTRMARET - HtREFHETAR
FE EEEERRERARD AT ENEB AR N
SNETR o
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Consolidated Cash Flow Statement SEEE£RERE

81

FOR THE YEAR ENDED 31 DECEMBER 2008 BE_FENF+_A=1—"HIFE
2008 2007
—EEN\F —ETLF
RMB’000 RMB’000
AR¥T T ARET T
OPERATING ACTIVITIES &5 &)
Profit before tax & &1 il Al 88,669 236,295
Adjustments for: FF !
Change in fair value of financial assets designated as at FVTPL
BARBEFABR SREEN A ELZ L (7,856) -
Recycling of gain from equity as disposal of investments classified
as available-for-sale investments % % %8 & ]t 1 S 1% & B R K S (3,188) -
Depreciation of property, plant and equipment #J3 « # 22 LR EITE 72,976 54,355
Release of prepaid lease payments FE27H 4 1% 502 353
Amortisation of an intangible asset Z & = # 5 105 =
Allowance for inventories 17 & # 9,446 3,634
Allowance for (reversal of) bad and doubtful debts R EEREE (#[E) 2,782 (1,071)
Loss (gain) on disposal of property, plant and equipment
HEYE - WS REEREE () 1,776 (126)
Impairment loss on goodwill %2R {E 18 %k 8,006 -
Loss on partial disposal of interest in a subsidiary & iE A 588D 1 E 18 216 =
Waiver of long outstanding payables & HAfE & 2 %k (1,811) =
Interest income | S U A (8,496) (34,620)
Interest expenses F| B 15 3,795
Operating cash flows before movements in working capital
BEAREPANEERERE 163,142 262,615
Increase in inventories F &1 N (809) (25,512)
Decrease (increase) in trade and other receivables
B 5 R E AW FIER A (3Eh0) 125,242 (169,171)
(Decrease) increase in trade and other payables & 5 & E b fE {308 OFi4d>) A0 (75,000) 94,652
Increase in amounts due to related parties FE{~EaE A £ 7K IH1E A0 2,354 5,300
Cash generated from operations 4 & & & TSR & 214,929 167,884
Income taxes paid B 15 FT{S 8 258 (12,219) (7,754)
NET CASH FROM OPERATING ACTIVITIES ZR& EB i8R &FHE 202,710 160,130
INVESTING ACTIVITIES R &5EE
Purchases of financial asset designated as at fair value
through profit or loss BEER AR Bt A\Bm 2 S REE (283,214) -
Purchases of property, plant and equipment B % - #2256 (146,162) (160,317)
Payment of deposits for acquisition of property, plant and equipment
STNEEYE  WEREEERS (4,001) —
Acquisition of available-for-sale investments & B o[ H E1% & (4,000) (70,511)
Payment of prepaid lease payments X {781+ & - (10,000)
Advance to related parties [A] B3 A -3k = (1,436)
Proceeds on disposal of available-for-sale investments H & a] it & &84 Frig 7B 66,188 =
Interest received & Y F & 8,496 34,620
Repayment of advance to related parties [AIE8:E A T(EE B 2,298 -
Proceeds from disposal of property, plant and equipment
HEWR - BBRREAEHKIA 1,808 1,792
Decrease (increase) in pledged bank deposits 2 R TFZ0R A (L) 1,690 (1,081)
Acquisition of a subsidiary (note 33) WM E A7) (KizE33) 1,228 (2,008)
Proceeds from partial disposal of interest in subsidiaries
& BB F A R EB () e s PR 1S 3R IR 1,030 —
NET CASH USED IN INVESTING ACTIVITIES RE&EFE IR FHE (354,639) (208,939
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Consolidated Cash Flow Statement
FOR THE YEAR ENDED 31 DECEMBER 2008

mERTREBI|REK

BE—FTZE\F+_-_A=1+—HIFZF

2008 2007
—BEN\F  —TT+%F
RMB’000 RMB’000
AR¥T T ARBTIT
FINANCING ACTIVITIES B&SEE
Interest paid B F.8 (15) (3,795)
Payment of listing expenses S 45 - (39,738)
Dividends paid 2 1% & (21,000) (236,009)
Issue of new shares Z£77HTA% - 745,052
Repayment of loans to a related party [[1#8:8 A LEEE K = (38,287)
New bank borrowings raised #¥1&iR17EE 15,120 214,566
Repayment of bank borrowings E&E/TEE = (214,566)
Capital contribution by minority shareholders of subsidiaries M B A & L H X H T & 1,414 =
NET CASH (USED IN) FROM FINANCING ACTIVITIES
METBRE (i) REFH (4,481) 432,223
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
ReRASLEEER (B BINFERE (156,410) 383,414
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
FHORERASEEER 543,689 160,275
EFFECT OF FOREIGN EXCHANGE RATE CHANGES [EXR&#E & 257 -
CASH AND CASH EQUIVALENTS AT END OF YEAR, FRBE&RELEHER -
represented by bank balances and cash BISR1T4E 67 RIRE 387,536 543,689

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) BRA A
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Notes to the Consolidated e ISR MR
Financial Statements

FOR THE YEAR ENDED 31 DECEMBER 2008 BE—ZEENF+—_A=1+—HIFFEZE
1. GENERAL 1. #5550

The Company was incorporated in the Cayman Islands on 21
September 2006 as an exempted company under the Companies
Law Chapter 21 (Law 3 of 1961 as consolidated and revised) of
the Cayman Islands and its shares have been listed on the Stock
Exchange of Hong Kong Limited with effect from 15 June 2007.
Its ultimate holding and parent company is Sun Xu Limited, a
private limited company incorporated in the British Virgin Islands.
The address of the registered office is located at Codan Trust
Company (Cayman) Limited, Cricket Square, Hutchins Drive, PO
Box 2681 GT, George Town, Grand Cayman, British West Indies
and its place of business is located at Unit 603, 6th Floor, Grand
City Plaza, 1-17 Sai Lau Kok Road, Tsuen Wan, New Territories,
Hong Kong.

The consolidated financial statements are presented in Renminbi
(“RMB”), the currency of the primary economic environment
in which the principal subsidiaries of the Company operate
(the functional currency of the Company and its principal
subsidiaries).

. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied the following
amendments and interpretations (“new HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA)
which are or have become effective.

HKAS 39 & HKFRS 7  Reclassification of Financial Assets
(Amendments)
HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury
Share Transactions
HK(FRIC)-Int 12 Service Concession Arrangements
HK(FRIC)-Int 14 HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum Funding
Requirements and their Interaction

RABRZEENFNA-T—BERSH
ERBREHERAREENE (—hAA—F
BRI - BERE RIER]) M R
Hnena - ERHE-_ZTE+tF~A+HA
REBBBAXIMARANR LT - HEE
BREGLAIR R EREXHSTMK
SMHFLABRAFZEARRA R o Mo
£ &M A Codan Trust Company (Cayman)
Limited, Cricket Square, Hutchins Drive,
PO Box 2681 GT, George Town, Grand
Cayman, British West Indies * 1% % #0257
MEBFAZETE BT AL ES6
E603E o

HEMBHRRARRBEIEZMBRRLEN
ENIELERRER (FRARETZH
BRAININERER) ARBZ7 -

RAFE  AEERATIHBTEGEQ
g ([BASFEAE]) FBEME EMAERT
K2k ([HEEMBRELER])

BB SRTERIE39%
BB BIREER
ENEACCH))

B (BRMERERE BENBREERER
£88)-2BFEN1E S£EREGRHRS

%5 (BRMERERE RESEERH
ZEE)-REE125%

5t (BREERERE ABSENE10% - 4R
ZER)-REES THNRAE mEESH8TE

REBEIER 2B

EREECEHNIE
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

e P BwRME

m—EE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

The adoption of the new HKFRSs had no material effect on how
the results and financial position for the current or prior accounting
periods have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Group has not early applied the following new and revised
standards, amendments or interpretations that have been issued

but are not yet effective.

HKFRSs
(Amendments)
HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39
(Amendment)

HKFRS 1 & HKAS 27

(Amendments)

HKFRS 2
(Amendment)
HKFRS 3 (Revised)

HKFRS 7
(Amendment)

HKFRS 8

HK(IFRIC)-Int 9 &

HKAS 39
(Amendments)

HK(IFRIC)-Int 13

HK(IFRIC)-Int 15

HK(IFRIC)-Int 16

HK(IFRIC)-Int 17

HK(IFRIC)-Int 18

Improvements to HKFRSs'

Presentation of Financial Statements?

Borrowing Costs?

Consolidated and Separate
Financial Statements®

Puttable Financial Instruments and
Obligations Arising on Liquidation?

Eligible hedged items?®

Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate?

Vesting Conditions and Cancellations?

Business Combinations®

Improving Disclosures about Financial
Instruments?

Operating Segments?

Embedded Derivatives*

Customer Loyalty Programmes®
Agreements for the Construction
of Real Estate?

Hedges of a Net Investment in a
Foreign Operation®

Distribution of Non-cash Assets
to Owners®

Transfer of Assets from Customers’

D

03 T RAGE AT BB BT
5 A1 (1255 0 7 o o 0%
BT (&)

RSN R LA R B R
BRD 2 S RBBAOR 2 B2 B R A
EAYE - WBA(LNNEE -

RE B IR TR T 5 2 MR M R AR
EVRTR] A RT 2RI - (ERT sl o

BB RS2
(EFT)

AR ERIE 15
(&425T)

BB TR E235%
(#&185T)

AR ERISFE 275
(&425T)

BB AERIZEI25
M1 (E5T)
B ERIZE3957

(1£77)
BRY IS ER

F1RME S ST
AR 2758
(1&8%7)
BB E %R
F25% (155T)
s |
F3%% (&455T)
BB SRS %R
BT (1E3])
BB SR %R
85
EE (BRI EHReE
ZELZEE)
—BREBERK
e
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2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

' Effective for annual periods beginning on or after 1 January
2009 except the amendments to HKFRS 5, effective for
annual periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1 January
2009

s Effective for annual periods beginning on or after 1 July
2009

4 Effective for annual periods ending on or after 30 June
2009

5  Effective for annual periods beginning on or after 1 July
2008

6 Effective for annual periods beginning on or after 1 October
2008

7 Effective for transfers on or after 1 July 2009

The application of HKFRS 3 (Revised) may affect the accounting
for business combination for which the acquisition date is on or
after the beginning of the first annual reporting period beginning
on or after 1 July 2009. HKAS 27 (Revised) will affect the
accounting treatment for changes in a parent’s ownership interest
in a subsidiary. The directors of the Company anticipate that the
application of the other new and revised standards, amendments
or interpretations will have no material impact on the results and
the financial position of the Group.

. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
which are measured at fair value, as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong Limited
and by the Hong Kong Companies Ordinance.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity
so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the minority has
a binding obligation and is able to make an additional investment
to cover the losses.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Business combinations

The acquisition of business is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate
of the fair values, at the date of exchange, of assets given,
liabilities incurred or assumed, and equity instruments issued
by the Group in exchange for control of the acquiree, plus any
costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities
that meet the conditions for recognition under HKFRS 3 “Business
Combinations” are recognised at their fair values at the acquisition
date.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group’s interest in the
net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination,
the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value of the
assets, liabilities and contingent liabilities recognised.

Goodwill

Goodwill arising on an acquisition of a business represents the
excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business at the date of acquisition. Such
goodwill is carried at cost less any accumulated impairment
losses.

Capitalised goodwill arising on an acquisition of a business is
presented separately in the consolidated balance sheet.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

For the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is allocated
to reduce the carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro-rata on the basis
of the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the consolidated income
statement. An impairment loss for goodwill is not reversed in
subsequent periods.

On subsequent disposal of the relevant cash-generating unit,
the attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold
and services provided in the normal course of business, net of
discounts and sales related taxes.

Revenue from the sale of goods is recognised when the goods
are delivered and title has passed.

Subcontracting service income is recognised when services are
provided.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Revenue recognition (Continued)

Interest income from a financial asset excludes financial assets
at fair value through profit or loss is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount.

Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services, or for administrative
purposes, other than construction in progress, are stated at cost
less subsequent accumulated depreciation and accumulated
impairment loss.

Depreciation is provided to write off the cost of items of property,
plant and equipment, other than construction in progress, over
their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line method.

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purposes. Construction in progress is carried at cost less any
recognised impairment loss. Construction in progress is classified
to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the item) is included in the consolidated income statement in the
year in which the item is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessee

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
over the lease term on a straight-line method.

Prepaid lease payments

Prepaid lease payments represent payments for leasehold interest
in land in the PRC and are stated at cost and released to profit or
loss on a straight-line basis over the lease terms. Prepaid lease
payments which are to be released in the next twelve months are
classified as current assets.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of exchanges
prevailing on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date.
Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. Renminbi) at the rate of exchange prevailing at the
balance sheet date, and their income and expenses are translated
at the average exchange rates for the year. Exchange differences
arising, if any, are recognised as a separate component of
equity (the translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the foreign
operation is disposed of.

Goodwill and fair value adjustments on identifiable assets and
liabilities acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and retranslated at the rate of exchange
prevailing at the balance sheet date. Exchange differences arising
are recognised in the translation reserve.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related
to depreciable assets are presented as deferred income and are
released to income over the useful lives of the assets. Grants
related to expense items are recognised in the same period as
those expenses are charged in the consolidated income statement
and are reported separately as “other income”.

Retirement benefit costs
Payments to defined contribution retirement benefit schemes are

charged as an expense when employees have rendered service
entitling them to the contributions.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expenses represent the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred
tax assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset realised.
Deferred tax is charged or credited to profit or loss, except when
it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

Intangible assets
Research and development expenditures

Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the
development costs incurred on a clearly-defined project will be
recovered through future commercial activity.

The amount initially recognised for internally-generated intangible
asset is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria. Where
no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period
in which it is incurred.

Subsequent to initial recognition, internally-generated intangible
asset is amortised on a straight-line basis over its useful life,
and is reported at cost less accumulated amortisation and
accumulated impairment losses, on the same basis as intangible
assets acquired separately.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are identified
and recognised separately from goodwill where they satisfy
the definition of an intangible asset and their fair values can be
measured reliably. The cost of such intangible assets is their fair
value at the acquisition date.

Subsequent to initial recognition, intangible assets with finite useful
lives are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average method.

Impairment losses on tangible and intangible assets
other than goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
If the
recoverable amount of an asset is estimated to be less than its

that those assets have suffered an impairment loss.

carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, such that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when the group entity becomes a
party to the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and
receivables, financial assets at fair value through profit or loss
(“FVTPL”) and available-for-sale financial assets. All regular
way purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset, or,
where appropriate, a shorter period.

Interest income is recognised on an effective interest basis for
debt instruments other than those financial assets designated
as at FVTPL, of which interest income is included in net gains
or losses.
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3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Financial assets at fair value through profit or loss

Financial assets at FVTPL has two subcategories, including
financial assets held for trading and those designated as at FVTPL
on initial recognition.

A financial asset is classified as held for trading if:

e it has been acquired principally for the purpose of selling in
the near future; or

e itis a part of an identified portfolio of financial instruments that
the Group manages together and has a recent actual pattern
of short-term profit-taking; or

e it is a derivative that is not designated and effective as a
hedging instrument.

A financial asset other than a financial asset held for trading may
be designated as at FVTPL upon initial recognition if:

e such designation eliminates or significantly reduces
a measurement or recognition inconsistency that would
otherwise arise; or

e the financial asset forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or investment
strategy, and information about the grouping is provided
internally on that basis; or

e it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined
contract (asset or liability) to be designated as at FVTPL.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at fair value through profit or loss (Continued)

At each balance sheet date subsequent to initial recognition,
financial assets at FVTPL are measured at fair value, with changes
in fair value recognised directly in profit or loss in the period in
which they arise. The net gain or loss recognised in profit or loss
includes any dividend or interest earned on the financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition,
loans and receivables (including trade and other receivables,
amounts due from related parties, bank balances and cash and
pledged bank deposits) are carried at amortised cost using the
effective interest method, less any identified impairment loss (see
accounting policy on impairment loss on financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at FVTPL,
loans and receivables or held-to-maturity investments.

At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised in equity
is removed from equity and recognised in profit or loss (see
accounting policy on impairment loss on financial assets below).
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Notes to the Consolidated
Financial Statements

Sep R

FOR THE YEAR ENDED 31 DECEMBER 2008 BE_FENF+ _H=1T—HIFE
3. SIGNIFICANT ACCOUNTING POLICIES FTESETEE (8)

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Available-for-sale of financial assets (Continued)

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked to and
must be settled by delivery of such unquoted equity instruments,
they are measured at cost less any identified impairment losses
at each balance sheet date subsequent to initial recognition (see
accounting policy on impairment loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at each balance sheet date. Financial
assets are impaired where there is objective evidence that, as
a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows
of the financial assets have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its

cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment
could include:

e significant financial difficulty of the issuer or counterparty; or

e default or delinquency in interest or principal payments; or

e it becoming probable that the borrower will enter bankruptcy
or financial re-organisation.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

For trade receivables that are assessed not to be impaired
individually are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments in the
portfolio past the average credit period of 90 days, observable
changes in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised cost, an impairment loss
is recognised in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original effective
interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases and
the decrease can be related objectively to an event occurring after
the impairment losses was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Impairment losses on available-for-sale equity investments will not
be reversed in profit or loss in subsequent periods. Any increase
in fair value subsequent to impairment loss is recognised directly
in equity.

Financial liability and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The Group’s financial liabilities are generally classified
as other financial liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.

2

N

it

mI|>

TR ()

ST A (48)
TEEE (&)
SRHEERE (8)

SMIRBHEARAINRZ SMEEMS @ WEHRE
BRHRREBRSERY  MARRIESR
BELERRRERELECSHAR  AlBEH®
ERRBBREBRGEBIREED - HEZE
ERNFERBELOE R 2 REE NG BEBRE
RRME R Z B -

A E R B R EE R R BE K
EREEAED - REBRRNAABERNE
BN ESTER o

EHEERBA

HEEQARETZEMEBENRBAT AIZAT
SINVANTH AT UL BENMEART
Br7ERMDLE -

BATARABARAREEERNFERER
o (BMBREMERE) 2EMNEH - A
BeRAE I EREMERALE -

BB EIA

ERMEERAESRAEZEHAAAR
E’:‘ifﬁ FABEASREMNERX ZTE - BT
EEREREBE BT AIAFHARL (fHE
F) &8 B AT B A 5 R SR IR & A K
A -

HEERERERF AR

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A



101

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial liability and equity (Continued)
Other financial liabilities

Other financial liabilities, including trade and other payables,
amounts due to related parties, amount due to a shareholder and
bank borrowings, are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition
of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable
and the cumulative gain or loss that had been recognised directly
in equity is recognised in profit or loss.

For financial liabilities, they are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.
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FOR THE YEAR ENDED 31 DECEMBER 2008
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required to
make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next
financial year.

Impairment for inventories

The impairment for inventories has been determined by the
directors based on the difference between the carrying amount
of inventories and the net realisable value. Net realisable value
represents the estimated selling price less all the estimated costs
to completion and costs to be incurred in marketing, selling and
distribution. If the market price were to fluctuate resulting in a
decline in the net realisable value, additional impairment may be
required. An impairment loss of RMB9,446,000 was recognised
during 2008.
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY (Continued)
Key sources of estimation uncertainty (Continued)
Allowance for doubtful receivables

Allowance for trade receivables is made based on the evaluation
of collectability and ageing analysis of accounts and on directors’
judgement by reference to the estimation of the future cash flow
discounted at an effective interest rate to calculate the present
value. Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31 December 2008,
the carrying amount of trade receivables which are past due but
considered has not been impaired is RMB13,135,000.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the
directors to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to
calculate present value.

The carrying amount of goodwill at the balance sheet date was
RMB12,168,000 and impairment loss of RMB8,006,000 was
recognised during 2008. Details of the recoverable amount
calculation are disclosed in note 17.
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5. REVENUE AND SEGMENTAL

5. WA KD EFE R

INFORMATION

Revenue represents the amounts received and receivable for IWABERAIINE R P HEEmAE W& E
goods sold to outside customers, less returns and discount, if WHRIBEHREE RITH (F) BFEANIEE
any, and net of value-added tax during the year. At o

Business segments Ko

For management purposes, the Group is currently organised into EEBEIH AEERSHYA=EFXHD

three operating divisions — optical components, optoelectronic #H:ABEH - AE zuu&fﬁ?%ﬁ% o % E
products and optical instruments. These divisions are the basis DHRBAEERBMEED I ERAER o
on which the Group reports its primary segment information.
Segment information about these businesses is presented REXEBOEBERZINAT ¢
below.
2008 —EENF
Optical Optoelectronic Optical
components products instruments Eliminations  Consolidated
REZH RXEER TEER g e
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARETR ARETR ARETR
REVENUE Kt A
External sales 9MEB3HE 579,953 557,105 129,999 - 1,267,057
Inter-segment sales 2 & $#HE 84,746 998 207 (85,951) -
Total #2158 664,699 558,103 130,206 (85,951) 1,267,057
RESULT %4
Segment result 9 EEE 42,636 26,874 5,058 (258) 74,310
Unallocated corporate expenses R DEA @RI (12,414)
Unallocated income &2 EIA 26,788
Finance costs B& KA (15)
Profit before tax Bt A& Fl 88,669
Income tax charge FT{5#: (12,097)
Profit for the year & A& 7l 76,572

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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5. REVENUE AND SEGMENTAL 5. WAKDHEER ()
INFORMATION (Continued)
Business segments (Continued) ¥BoE0 (&)
Balance Sheet BEBEX
Optical Optoelectronic Optical
components products instruments Consolidated
HBZH HREEM K EEEE wEe
RMB’000 RMB’000 RMB’000 RMB’000
AR%ET T ARET T ARET T ARET
ASSETS &
Segment assets 7 ZE& E 625,245 206,741 92,368 924,354
Unallocated corporate assets k7 R A G & E 687,695
Consolidated total assets 434 BEAE 1,612,049

LIABILITIES &1&

Segment liabilities 7 &5 & & 116,593 54,229 26,098 196,920

Unallocated corporate liabilities KD B A & & & 48,805

Consolidated total liabilities 4r& & E4FE 245,725
Other Information Bt &+

Optical Optoelectronic Optical

components products instruments Consolidated

HEBEH HEEmM HBERR )

RMB’000 RMB’000 RMB’000 RMB’000

AR¥ET T AR¥ET T AR®T T AR¥ET T

Capital additions #&#& 109,250 25,333 6,071 140,654

Depreciation and amortisation 3T & & & 4 59,114 9,561 4,908 73,583

Loss on disposal of property, plant and equipment

HEME - #EERRENER 1,742 = 34 1,776

Allowance for inventories 77 & %5 3,879 4,874 693 9,446

Allowance for bad and doubtful debts 2 BE # # 101 2,501 180 2,782

Impairment loss on goodwill B2 & &8 - = 8,006 8,006
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Notes to the Consolidated

Financial Statements

FOR THE YEAR ENDED 31 DECEMBER 2008 BE—FTENF+_HA=1T—HIFE

5. REVENUE AND SEGMENTAL 5. WAKDHEFR (&)
INFORMATION (Continued)
Business segments (Continued) %o (8)
2007 ZERLF
Optical  Optoelectronic Optical
components products instruments Eliminations Consolidated
HETH KEEM KEESR H#3H e
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFTT AREFT AR®ETT AR®ETFT
REVENUE Kt A
External sales #MEFSHE 515,219 738,194 128,452 - 1,381,865
Inter-segment sales 2 2 EI$HE 101,363 148 414 (101,925) =
Total %8 616,582 738,342 128,866 (101,925) 1,381,865
RESULT %4
Segment result 74 100,724 116,870 26,202 (2,062) 241,734
Unallocated corporate expenses R DE A AR (47,707)
Unallocated income &2 B IKA 46,063
Finance costs Ei& XA (3,795)
Profit before tax Br i Al Al 236,295
Income tax charge Fi{5%i % (10,424)
Profit for the year & A& 7l 225,871
Balance Sheet BEREX
Optical Optoelectronic Optical
components products instruments  Consolidated
HETH HEEm R EER RE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETFT
ASSETS &
Segment assets 7 ZBE E 567,203 267,864 114,315 949,382
Unallocated corporate assets k7 B2 51& & 619,219
Consolidated total assets 476 & E42(E 1,568,601
LIABILITIES & &
Segment liabilities 9 P& & 141,327 94,330 33,167 268,824
Unallocated corporate liabilities XD B AR & E 4,732
Consolidated total liabilities #r & B {E42%5 273,556
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5. REVENUE AND SEGMENTAL

INFORMATION (Continued)

Business segments (Continued)

Other Information H i E#
Optical Optoelectronic Optical
components products instruments  Consolidated
KRBT HEEm TR RS ma
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBFTT ARBT T AR¥EFTTT
Capital additions & 104,393 28,624 22,004 155,021
Depreciation and amortisation 372 & # 84 47,547 3,700 3,461 54,708
(Gain) loss on disposal of property,
plant and equipment
HEME - #es R EN (Kam) BE (121) 7 (12) (126)
Allowance for inventories 17 & ## 18 2,851 765 3,634
(Reversal of) allowance for bad and
doubtful debts
RIBER (B[E) BB (1,888) 697 124 (1,067)

The following table provides an analysis of the Group’s sales by

geographical markets based on location of customers, irrespective

of the origin of the goods:

TRARKEREFPMEMSIDHETS (T

mEYRIRL) WEERIIT

2008 2007

—EEN\F —EELHF

RMB’000 RMB’000

AR®T T ARBTTT

The PRC (excluding Hong Kong) & ("B iEEH) 718,359 746,480
Hong Kong &% 294,183 406,527
Japan B7AR 108,009 117,626
Korea 82 45,633 44,696
Taiwan & & 13,303 8,442
Unallocated reconciling item 7% At 582818 B 87,570 58,094
1,267,057 1,381,865

Over 90% of the Group’s assets are located in the PRC.
Accordingly, no geographical segment analysis of segment assets
and cost incurred to acquire segment assets are presented.
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Financial Statements

FOR THE YEAR ENDED 31 DECEMBER 2008 s S\ FEf —_ A=+ —HIFFE

6. OTHER INCOME 6. E MU A
2008 2007
—EENE —ETLF
RMB’000 RMB’000
ARBT T ARBTFT
Bank interest income R177I S U A 8,496 14,212
Change in fair value of financial assets designated as at FVTPL
BRAREFABRZeREEZ AAER 7,856 -
Change in fair value of financial assets classified as held for trading
RHIEEETREEZ A ANEE 7,248 3,036
Recycling of gain from equity on disposal of investments classified as
available-for-sale investments & 5 8 & 7] B 1% & K 18 IR AR W e 3,188 -
Net gain on sales of scrap materials $% EEFH k5 F 58 588 610
Waiver of long outstanding payables %A% & 5 /& {~f 3¢ 1,811 -
Government grants (Note 1) B fF# B & (KizE1) 7,742 5,795
Interests income from share subscription (Note 2)
IR REBATS A BWA (HH5E2) - 20,408
Gain on disposal of mould H & & Az 2,384 =
Subcontracting service income 2 8 R#E UL A 1,193 878
Others HAth 658 1,124
Total #2%8 41,164 46,063

Notes: FEEE -

1. Government grants are received from the local government 1.

unconditionally to recognise the eminence of development of new

products and export business of the Group.

2. Interest income from share subscription represents deposit interest 2.

income arising from the application for subscribing the Company’s

share under global offering that took place in June 2007.
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7. FINANCE COSTS

. BE AR

2008 2007
—®ENF  -TTtH
RMB’000 RMB’000
AR¥ET T ARETIT

Interest expenses on: FMEFIX :
Bank borrowings $R1T/E & 15 3,108
Loans from a related party (note 34(b)) Bd:E A =& (Fiz34(b)) - 572
Discounted bills & 8538 Z#% - 120
Total #8%8 15 3,795

. INCOME TAX CHARGE B
2008 2007
—BB\E  —TTtH
RMB’000 RMB’000
ARET T AREET T
The charge comprises: X H B3

Current tax B1EA%: 18 7,609 10,424
Deferred tax (note 26) IEIEFIE (Ft:26) 4,488 -
12,097 10,424

The current tax charge for each of the years ended 31 December
2008 and 2007 represents enterprise income tax in the PRC
which is calculated at the prevailing tax rate on the taxable income
of the relevant group entities in the PRC.

Taxation arising in other jurisdiction is calculated at the rates
prevailing in the relevant jurisdictions.

On 16 March 2007, the PRC promulgated the new PRC Enterprise
Income Tax Law (the “New Law”) by Order No. 63 of the President
of the PRC. Under the New Law, the enterprise income tax for
both domestic and foreign-invested enterprises will be unified at
25% effective from 1 January 2008.

BE-TT/\FR-_FFLFT_A=+—
B 1L 4 4 4 A0 BN B9 BLIE % M B IR IR 0
B 0 48 40 4 L P SR A PR S
R B TSt -

Hit EERANBIAREEWERATREGGE -

s %GSS}T\EW%)TEPIJL%FR XR/?i(DFﬁ
BOED - REFHE —TFTN\F—A—H
B RERNECENEEMGEHER B
25% -
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

e M HRAR MR

m—EE

8. INCOME TAX CHARGE (Continued)

Sunny Optics and Sunny Instruments were sino-foreign equity joint
ventures of manufacturing nature established in coastal economic
open zone in the PRC with applicable tax rate of 25% (2007:
26.4%). Pursuant to Foreign Enterprise Income Tax (“FEIT”) Laws
in PRC, Sunny Optics and Sunny Instruments were approved to
be exempted from FEIT for two years starting from their first profit
making year, followed by a 50% tax relief for the next three years
(“Tax Holidays”). The PRC income taxes for these two entities
were under 50% relief for both year ended 31 December 2008
and 2007.

Sunny Optics (Zhongshan) Co., Ltd. (“Sunny Zhongshan Optics”)
and Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”) were
established as sino-foreign equity joint ventures of manufacturing
nature established in coastal economic open zone in the PRC
with applicable tax rates of 25% (2007: 24%) and 25% (2007:
26.4%), respectively. In accordance with FEIT Laws in PRC,
Sunny Zhongshan Optics and Sunny Opotech are also entitled
to the Tax Holidays. Sunny Zhongshan was exempted from PRC
income tax for the year ended 31 December 2008 and 2007. The
PRC income tax for Sunny Opotech was exempted for the year
ended 31 December 2007 and 50% relief for the year ended 31
December 2008.

Nanjing Sunny Optical Instruments Co., Ltd. (“Nanjing Instruments”)
and Ningbo Sunny Infrared Technologies Company Ltd (“Sunny
Infrared”) are domestic limited liability companies with applicable
tax rate of 25% (2007: 33%). Nanjing Instruments and Sunny
Infrared had no tax assessable profit for both years ended 31
December 2008 and 2007.

Shanghai Sunny Hengping Scientific Instrument Co., Ltd. (“Sunny
Hengping”) was domestic limited liability company and approved
as a Hi-Tech Enterprise of Shanghai, PRC with a preferential tax
rate of 15%. The approval was obtained before the balance sheet
date and is effective for three years.

PR d (8)

RTFNIABERTERAETELEL
ERARBERIMNESRERZNFTINAGEL
BEE BABRERL% (ZTTLF:
26.4%) - RIBEPBESIELEMER ([SMED
ERR/HR & BRFNT B 5T FER7]
BERENFEREFMERNRHIIECEM
SH - mBER=FRIEF% ([RHHA]) -
o EFNTIEBRAETEERNBE_ZFT
NEN-_ZFZLFE+_A=+—BHLEFEH
¥ o

mFEXREB (RN BERAA ([F2FH Lk
B)RERZRFALEEEERAA ([#FF
HE ) REH SIS F R E R
BEENPINEGELELE  BRTES A
25% (ZEZELF : 24%) K25% (ZFEZEt
F:26.4%) o IRBEFBIINEREMFHIE -
RFRILNABREFAENAIZERFE -
RFERIUAENEE T )/ \N_EELF
TZRA=T—BHILFEERPHEMNINERZE
et - BFAERBE_STLFRHRR
BMINERERBH  RBEZZTT/N\F+
ZA=t+—HIEFEREER -

ARETRBESRERAT ((ARER]) &
BRM#TFAINNRMBRAR ([FFLIMNE
B]) BRERNEREEAR  BRAMXE
25% (ZZFZTLF : 33%) - ERBFERNFET
ANMNRBRBE_ZZENFR-_ZTLF L
A=t BIEMFELEERTUEF -

LERFEFHEERERARN (RFE
FHER) ANERNEREERA - L#
R BT ELIBH RO HBERE
15% > ZRIEAERERANCIBAS
WA= -
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8. INCOME TAX CHARGE (Continued)

The income tax charge for the both years can be reconciled to
the profit before tax per the consolidated income statements as

PR d (8)

A4 PO ) BT 19 0 1 B0 5 U o 51U
AR FIEEEMT -

follows:
2008 2007
—EEN\F ZETHF
RMB’000 RMB’000
AR¥T ARETT
Profit before taxation Br %% A% 88,669 236,295
Tax at domestic rates applicable to profits in the jurisdictions concerned
BEMREEERBANMEHREAH 27,787 68,906
Tax effect of expenses not deductible for tax purpose
NSRS 2 R & 2,203 10,494
Tax concession and exemption of PRC subsidiaries & B[ B Al fi 158 2R K 2% (26,566) (69,546)
Tax effect of tax losses not recognised A FERTIIBE 18 2 Fi i 5 2 2,753 2,129
Tax effect of utilisation of tax losses not previously recognised
HALAAERREBRZ BT E - (1,559)
Tax effect of withholding tax on undistributable profits of PRC subsidiaries
HEKEARARDEANBHRINAER 2 HBTE 5,920 -
Income tax charge Fi{3#% 2 12,097 10,424

At 31 December 2008, the Group had unrecognised tax losses
approximately RMB23,560,000 (2007: RMB11,488,000). The tax
losses arising from PRC subsidiaries can be carried forward for
five years and will expire during 2010 to 2013. Other tax losses
may be carried forward indefinitely. The details of unrecognised
tax losses are as follows:

RZZEZNF+_A=+—H ' AEEKNX
WRHIEEEL A AR23,560,0007T (=
TELF : ARE11,488,0007T) © BB
AREEENHBEBEIAESEERE R
—ZTEE_T-—FREER HtHAERE
ATERIEA T - GEAERHIEEEN
BT

RMB’000

ARETTT

At 1 January 2007 R=ZZ+F—H—H 9,760

Utilised in the year & N ) (4,724)

Arose during the year FIRNE4 6,452
At 31 December 2007 and 1 January 2008

RZBZELF+_A=+—HBR=_ZZT/N\F—H—H 11,488

Arose during the year FFRNE4 12,072

At 31 December 2008 R—ZEZENF+_H=+—H 23,560

No deferred tax asset has been recognised due to the
unpredictability of future profit streams.

FB A £ A TRORI R 20 A1 2 R B £ TR
FEBRAE -
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Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008 2T \F+_A=+—HIFE
9. PROFIT FOR THE YEAR 9. F M Al
Profit for the year has been arrived at after charging (crediting): FRmFAEMER (FEA) ATHIE :
2008 2007
—EEN\F —ETLF
RMB’000 RMB’000
AR¥T ARBFIT
Directors’ emoluments (note 12) EE & (FizE12) 2,420 2,146
Other staff’s salaries and allowances Hfth & TH)# & & ERE 200,041 164,896
Other staff’s discretionary bonuses Hfth 8 THYEYIFIEAL 23,617 27,050
Other staff’s contribution to retirement benefit scheme
Hth 8 THY R KRR G SR 19,527 10,496
Total staff costs B T XN 42%A 245,605 204,588
Auditor’s remuneration %2 Ef Bl & 2,129 2,500
Depreciation of property, plant and equipment #1% - #22 LR EITE 72,976 54,355
Release of prepaid lease payments &1t 4 #[a] 502 353
Amortisation of an intangible asset & &= 5 105 -
Initial global offering expenses X EEREE 2 FX - 16,623
Allowance for inventories 77 & % & 9,446 3,634
Foreign exchange gain JME U zs (29,512) (3,770)
Foreign exchange losses YNE&E518 31,267 25,087
Net foreign exchange losses JIMNE E518 /558 1,755 21,317
Loss (gain) on disposal of property, plant and equipment
HEWS - HRREHNEE () 1,776 (126)

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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10.DIVIDENDS

)L
10.B% B,
2008 2007
—BBNF  —TTtH
RMB’000 RMB’000

ARBTR ARETT

Dividends recognised as distribution during the year:
FAEBERIRE 2D

2007 final dividend — RMB0.021 per share (2006: nil)
—ERLFERAKRE - BRARK0.0217T (Z2ZREF : &)

21,000 =

Subsequent to the balance sheet date, a final dividend of
RMBO0.020 (equivalent to approximately HK$0.022) (2007:
RMBO0.021, equivalent to approximately HK$0.022) per ordinary
share has been proposed by the directors and is subject to
approval by the shareholders in the annual general meeting. The
final dividends proposed after the balance sheet date has not
been recognised as a liability at the balance sheet date.

NEER®E  EFEZRNTARARSERE
AR A K #0.0207T (890.0228 L) (ZEZ
+4F : AR¥0.0217T © £#J0.022%87T) @ 1A
ERERRREBFAGHE - BEREE

BIRNHRARBL AN EE B ERBARE -

/
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Notes to the Consolidated e IS SRR M AT
Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008 2T \F+_A=+—HIFE
11.EARNINGS PER SHARE . 8T
The calculation of the basic earnings per share attributable to the ARAEBRERE ARBGERERRZF T
ordinary equity holders of the Company is based on the following BT EE
data:
2008 2007
—EENE BT AF
RMB’000 RMB’000

ARWF T ARETT

Earnings 27/ :
Earnings for the purposes of basic earnings per share

(Profit for the year attributable to equity holders of the Company)
RET B BIREREF 2 BT

(RRAIBERA ARGEFERA) o 225 435
2008 2007

—BENF —ETHF

’000 '000

i F

Number of shares & {32 B
Weighted average number of ordinary shares for the purposes
of basic earnings per share

RETEBIRERR T Z @A N5 2 1,000,000 915,616
No diluted earnings per share is presented as the Company did HRARRRZMEESSHEE AL ED %
not have any potential ordinary shares in issue during both years TBELTBERERD MU EZSSREER
or at each of the balance sheet date. A e

For the year ended 31 December 2007, the weighted average BE_ZTLtFT_A=T—HILEFEN
number of ordinary shares has been adjusted to reflect the THRRMETHEHEFAE - URMBE BT
weighted average effect of the 1,000,000,000 shares in issue 1,000,000,0000% f% 15 (M E27(1)) » (B #&
(note 27(1)), comprising 1,000,000 shares in issue before the & At EE 1T AT E % 47 #91,000,0008% + 1B
capitalisation issue, 799,000,000 shares issued pursuant to the & & ANk 817 M 317 B9 799,000,0004% A% 17
capitalisation issue as more fully described in note 27(2) and (FFBEERHRMF27(2) RN EHESEITH
200,000,000 shares issued in global offering (note 27(3)). 200,000,0008% f% ) &9 in#E FE39 522 (M sE

27(3)) °

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) BRA A
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12.DIRECTORS’ AND EMPLOYEE’S REFNEEME
EMOLUMENTS
The emoluments of the directors on a named basis are as BUZEIPWEETME ST :
follows:
Retirement
Salaries benefit
and other scheme
Fees benefits Bonus contributions Total
HFER RIRAER
we HitEF 1AL HE LA B

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR®TR AR®BTRE AR®BTR AR%®TxR

(note 3)
(B =£E3)
For the year ended 31 December 2008
BE—TEN\FF-A=+—HIFE
Wang Wenjian F X 22 - 297 300 12 609
Ye Liaoning E&E % - 300 429 27 756
Xie Minghua & B 2 - 120 122 - 242
Wu Jinxian = & - 120 100 15 235
Shao Yang Dong BRI - - - - -
Michael David Ricks - - - - -
Koji Suzuki $2 AR = - 200 - - 200
Chang Mei Dick 3k & - 178 - - 178
Liu Xu ZIf8 - 100 - - 100
Zhang Yuging 5K 5 & - 100 - - 100
- 1,415 951 54 2,420
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Notes to the Consolidated
Financial Statements

e M ERAR MR

FOR THE YEAR ENDED 31 DECEMBER 2008 BE_FENFLT_A=1T—HIFE
12.DIRECTORS’ AND EMPLOYEE’S REZKEEMWE (B)
EMOLUMENTS (Continued)
Retirement
Salaries benefit
and other scheme
Fees benefits Bonus  contributions Total
Hak RIRAER
we Hofth 48 F) 1E4L STEIfET 1@z
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREBTT AREBTRT AR®TT ARETT
(note 3)
(PfF5ES)
For the year ended 31 December 2007
BE—FE+FEf - H=+—HIFE
Wang Wenjian £ 3 28 - 300 360 21 681
Ye Liaoning E# %= - 240 288 21 549
Xie Minghua 1 BA2E - 110 132 - 242
Wu Jinxian R i & - 58 70 8 136
Shao Yang Dong (note 1) BBIPER (FF5E1) - 94 = = 94
Li Tyson Sandy Ying Lun (note 2)
FRfm (fzE2) = - - - -
Michael David Ricks (note 1) (Fft#£1) - 94 - - 94
Koji Suzuki $2 754 — = 117 = - 117
Chang Mei Dick 38 7 - 117 - - 117
Liu Xu 2178 - 58 - - 58
Zhang Yuging 3R E - 58 - - 58
- 1,246 850 50 2,146

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2% (£8) BRA A
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12.DIRECTORS’ AND EMPLOYEE’S

EMOLUMENTS (Continued)

The five highest paid individuals of the Group included 2 directors
for both years. Details of their emoluments are set out above. The
emoluments of the remaining 3 (2007: 3) highest paid individuals
were as follows:

mJEH

SE=NEEME

> (#8)

AEENhOEESFTMALHERMEE
= EMEeSEBERLEX - =% (=F
THF =R RFMALHOMEMT :

2008 2007
—EENF  —TTtF
RMB’000 RMB’000
AR¥ET T AREET T

Employees & &
— salaries and other allowances — ¥4 & H 284 992 996
— bonuses (note 3) — E4L (F#E3) 1,005 589
— retirement benefit scheme contributions — R RTE N EH 24T 54 36
2,051 1,621

The aggregated emolument of each of the five highest paid
individuals during both years presented are not more than
HK$1,000,000 (equivalent approximately to RMB889,000).

During both years, no emoluments were paid by the Group to the
five highest paid individuals (including directors and employees)
as an inducement to join or upon joining the Group or as
compensation for loss of office.

Notes:

1. During the year ended 31 December 2007, 2 directors waived
emoluments in an aggregate amount of RMB188,000 (2008: Nil).

2. Li Tyson Sandy Ying Lun was appointed on 18 May 2007 and
resigned on 30 September 2007.

3. The performance related bonus payment is determined by the board
of directors based on the Group’s performance for each financial year
and subject to a maximum of 5% of consolidated profit attributable
to equity holders of the Company.

RAI2BMENE N AL RS 5 A L 5B
& HEFE B E1,000,0000 7T (X ER AR
889,0007T) °

RMER AREYEATATHHTMHAL
(BREENER) XHME - (FREFEN
ABIMAREE R0 RS HAFRRERE

B aE

1. RE-FELET-A=+-ALFE W
ZEEREWERE 2% A AR188,0007T
(ZZZN\F - &) o

2. FERMREENR-_ZZLFRATN\BRERE -
R=ZFZLFARA=+THEHE -

3. ZHEMEANHEFSREAEENSHBREFE
WRBETE - T ERARRRERA AL
{ﬁf% D/ﬁnjﬁ #)5% ©
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008
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BE-TT/\F+ - A=+—AiIr 5

13.PROPERTY, PLANT AND EQUIPMENT 13905 - eas Nk
Machinery
and Fixtures and
production Motor office  Construction
Freehold land Buildings equipment vehicles equipment  in progress Total
TERE 2958 Bk &
i/ BT HERB HE WAERE TEEIR Bar
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETE ARETE ARETE ARETT ARETT ARETR
COST F A&
At 1 January 2007
R=EZt+tF—-F—H - 87,184 289,940 6,288 30,205 3,378 416,995
Additions HE - 24,152 41,180 2,235 6,823 80,631 155,021
Transfer &% - 156 48,113 - 13,142 (61,411) =
Acquisition of a subsidiary (note 33)
WiE—RWB AR (:E33) - - 44 79 129 = 252
Disposals & - (37) (2,655) - 92) 2) (2,786)
At 31 December 2007
RZEZLE+ZA=1—H - 111,455 376,622 8,602 50,207 22,596 569,482
Additions 778 & - 97 28,894 597 16,470 94,596 140,654
Transfer & 4 - 848 79,214 - 11,422 (91,484) =
Acquisition of a subsidiary (note 33)
WiE—RMB2AR (M:E33) 17,958 = 5,711 47 252 7,265 31,233
Disposals & - (3,363) (2,690) (736) (487) (60) (7,336)
Exchange realignment 5hE §5% 357 - (384) ) (19) 158 110
At 31 December 2008
RZEEN\F+ZA=+—H 18,315 109,037 487,367 8,508 77,845 33,071 734,143
ACCUMULATED DEPRECIATION
it E
At 1 January 2007
RZZT+$—H—H - 14,828 90,804 3,062 6,411 - 115,105
Charge for the year FRX - 12,276 33,499 1,199 7,381 - 54,355
Eliminated on disposals & i i = (19) (1,087) - (70) - (1,120)
At 31 December 2007
RZEZLF+ZA=+—H - 27,091 123,266 4,261 18,722 - 168,340
Charge for the year R - 7,249 50,645 1,142 13,940 - 72,976
Eliminated on disposals Hi & i 4 - 2,119) (1,092) (270) (277) - (3,752)
At 31 December 2008
RZEENF+-A=+—H - 32,227 172,819 5,133 27,385 - 237,564
CARRYING AMOUNT fRHE{E
At 31 December 2008
RZEENF+ZA=+—H 18,315 76,810 314,548 3,375 50,460 33,071 496,579
At 31 December 2007
RZEZLE+-A=+—H - 84,364 253,356 4,341 36,485 22,596 401,142

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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i

13.PROPERTY, PLANT AND EQUIPMENT 13.90% - #as kil (8)
(Continued)

Depreciation is provided to write off the cost of property, plant and MEDEREGEENME  HBZREE (E
equipment, other than construction in progress, using straight-line FETIEBRSN) B R 5I {4 5T AT A 4 AR PO RO AX
method, over their estimated useful lives as follows: PN
Freehold land Nil TRRAZ T e
Buildings 20 years B 204
Machinery and production equipment 5 to 10 years Mtk N HEEE SR 5%&104%
Motor vehicles 4 to 5 years HE VENY-=
Fixtures and office equipment 3 to 10 years NG N 3F104%E
2008 2007
—EENF —BRLE
RMB’000 RMB’000
AR¥®T R ARETFT
The carrying value of properties shown above comprises:
Pt EEREERKAT -

Freehold land outside Hong Kong &/ [& AT 2 RE 2 T 18,315 =
The Group has pledged freehold land which have a carrying AEEBCEEN L ERMEHNAEARE
amount of approximately RMB18,315,000 (2007: nil) to secure 18,315,0007C (ZEE L4 : ) - AEREA
general banking facilities granted to the Group. Details of which EEES—RIETEE AEFBEHNHEE
are set out in note 26. 26 o
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Notes to the Consolidated S ISR M EE
Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008 2 EE )\ F_A=+—HILFE
14,PREPAID LEASE PAYMENTS 148N
RMB’000
ARET T

At 1 January 2007 R-ZZ+F—F—H

11,119

Additions H~NE 10,000
Released to consolidated income statement R4 & zE R IN% (353)
At 31 December 2007 and 1 January 2008 R=ZEZ+F+-_A=+T—HR=ZEZ\F—H—H 20,766
Released to consolidated income statement 4R 4 Uas &R M5 (502)
At 31 December 2008 R=EZNF+=A=+—H 20,264
2008 2007
—EENE —ETLF
RMB’000 RMB’000
AR¥ET T ARBTIT
Analysed for reporting purpose as: BIRATMT :
Current assets REEE 502 502
Non-current assets JERENE E 19,762 20,264
20,264 20,766
The amount represents the payments for leasehold interests in ot =IE A A AR B LA A HBFR 49 P - s
land situated in the PRC and held under medium-term leases. BARENES -
15.AVAILABLE-FOR-SALE INVESTMENTS 15, A[ f#t 1 &£ 485
2008 2007
—EEN\F —ZETLF
RMB’000 RMB’000
AR¥T T AREET T
Available-for-sale investments comprise: AJftHE&EHE B1E
Investment in an investee company (note 1) R—RIZIRE A MK E (M) - 7,511
Investments fund (note 2) & &% (fiE2) 4,000 66,188
4,000 73,699
Analysed for reporting purposes as: RO :
Current asset ENVEE 4,000 66,188
Non current asset 3R B EE = 7,511
4,000 73,699

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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15.AVAILABLE-FOR-SALE INVESTMENTS
(Continued)

Notes:

The amount in 2007 represented the Group’s investment in Power
Optics Co., Ltd. (“Power Optics”), a company incorporated in
Korea engaged in the business of Research and development
of optoelectronic products, with a registered capital of
KRW1,518,900,000 (equivalent to approximately RMB12,686,000).
The investment represented 8.56% holding of the ordinary shares in
Power Optics. The investment is measured at cost less impairments
at balance sheet date because the range of reasonable fair value
estimates is so significant that the directors of the Company are of
the opinion that the fair values cannot be measured reliably.

On 18 December 2008, the Group has acquired additional equity
interest in Power Optics and it became a subsidiary of the Group.

15, AL ERE

(&)

b

it =TT FFIREAR S E R Power Optics
Co., Ltd. ([Power Optics]) HJI&& » %A A
REBIEMY - REXEBEMOFEES
HiFEfMEA 51,518,900,00088 7T (FR AR
¥ 4912,686,0007T) ° L 1% & 545 B Power
OpticsH8.56% L%k - AR RRIESRA
HREEN AR EMFTEHEAKN - BREMRT

BRNE  WZERENEE BRKATIRR
(ERR

RZZZNF+-A+\H - ZEBEFHE
KB - UKAEENKELR - BRFE

Details of which are set out in note 33.

2. The fair value of the investments in 2008 is determined based on the
price from observable current market transactions. The fair value of
the investments in 2007 was determined based on the price quoted
by bank. The fund mainly engages in subscribing A shares which are

eligible for initially public offering in the PRC.

BRHIEESS

2. —TRN\FFANRENARETHRRRAH

i

ROMIERHETE —FF
DRETIRIBITIIRERETE -

T FFANKED
;Z%ij{ﬂwu\

BAIR P E2EERAFESHAR

16.GOODWILL 16.72
2008 2007
—BBNF  —TTtH
RMB’000 RMB’000
AR®T T ARBTTT
COST &
At 1 January R—H—B#&# 12,077 =
Arising on acquisition of a subsidiary W& —XKIB A RIFTE LR EE 8,097 12,077
At 31 December R+ H=+—H&#&H 20,174 12,077
IMPAIRMENT R{E
At 1 January i — A — B & = -
Impairment loss recognised in the year N F A BB R 8,006 -
At 31 December R+ A =1+—HBH#&#H 8,006 -
CARRYING AMOUNTS &EE
At 31 December ¥+ = A=+—H# & 12,168 12,077
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

e P BwRME

BE—FENFT _A=1+—HIFE

16.GOODWILL (Continued)

During the year ended 31 December 2008, the Group recognised
an impairment loss of RMB8,006,000 (2007: nil) in relation to
goodwill arising on acquisition of Sunny Hengping.

The main factor contributing to the impairment of the cash-
generating unit was the reduction of selling price of the optical
instruments product to its major customers. No write-down of the
carrying amounts of other assets in the cash-generating unit was
necessary. The goodwill is included in the ‘optical instruments’
reportable segment disclosed in note 5.

17.IMPAIRMENT TESTING ON GOODWILL

As explained in note 5, the Group uses business segments as
its primary segment for reporting segment information. For the
purposes of impairment testing, goodwill set out in note 16 has
been allocated to two individual cash generating units (CGUs),
including one subsidiary in Optical instruments segment and one
in Optical components segment. The carrying amounts of goodwiill
(net of accumulated impairment losses) as at 31 December 2008
allocated to these units are as follows:

i

16.2 (&)

HE-_ZZ)N\F+_A=+—Hit  K&£E
HWERFEFERERNEERERLS
AR#8,006,0007T (ZZZFH4F : ) o

ReELBURENTIERZRANMHET
REFHASEREMEBER TR - MRESE
EEUEMEEMNKREERANE  HER
BEMESD BBRER) [ N BERR] PIERE -

/UME /,\|J uI\

MIzEofRRE - ANEEE EEH A EE D 2K

WEDIEM - BETRMEA - HiE16
FrEmEE i ZEMER e EESM ([Re
EABN])  HEPBE—([EEL2ESFSER
EPIR M B ER D - — B B T SR BT
B BE_TTN\FT_HA=T—HHE
RELEMHNEEREE (K ERES
B) T

2008 2007

—EENE  —TTLF

RMB’000 RMB’000

AR¥T ARET T

Optical instruments — Sunny Hengping Yt 21%28 — 52718 F & 22 4,071 12,077
Optical components — Power Optics 2l — HENXE 8,097 =
12,168 12,077

The basis of the recoverable amounts of the above CGUs and
their major underlying assumptions are summarised below:

tHReELBM AN RABRERLHE
TEERRRPALT :

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) ARA A
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17.IMPAIRMENT TESTING ON GOODWILL

(Continued)
Sunny Hengping

The recoverable amount of this unit has been determined based
on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period, and discount rate of 21.53% (2007:
7.83%). Sunny Hengping’'s cash flows beyond the five-year
period are extrapolated using a zero growth rate. This growth
rate is based on the management’s best estimation and past few
years growth trend of Sunny Hengping. Other key assumptions
for the value in use calculations relate to the estimation of
cash inflows/outflows which include budgeted sales and gross
margin, such estimation is based on the unit’s past performance
and management’s expectations for the market development.
Management believes that any reasonably possible change in any
of these assumptions would not cause the aggregate carrying
amount of Sunny Hengping to exceed the aggregate recoverable
amount of Sunny Hengping.

Power Optics

The recoverable amount of this unit has been determined based
on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period, and discount rate of 19%. Power
Optics’ cash flows beyond the five-year period are extrapolated
using a steady 2.5% growth rate. This growth rate is based on
the past few years growth trend of Power Optics and relevant
industry. Other key assumptions for the value in use calculations
relate to the estimation of cash inflows/outflows which include
budgeted sales and gross margin, such estimation is based on the
unit’s past performance and management’s expectations for the
market development. Management believes that any reasonably
possible change in any of these assumptions would not cause
the aggregate carrying amount of Power Optics to exceed the
aggregate recoverable amount of Power Optics.

7. BERERR (8)

[=]=]

BPETHS

St EAr T Y Bl & BB IR E B ETE AR E
E o WA EAFERRESREBRAN G E %8
AEEREREIE AFHPKER - I
BITHIR521.53% (ZZTZ+4F : 7.83%) °
RFEFTEENBEERELAFHEUTIE
REBE EHREEZRBEEEESREE
BAEZFFEFRBAEMNERBEBEE - R
FEAEEENEMBRERR Y LI SEH
EREMEMNEEENRSRA LB -
ZEGERBEZEMNBENEENEEE
HMESNERBHREEN - EEERA
EUBETAREBRAENCTIMNEESZL Tg
ERETFETEENREEEAENBAE
FEESGFTHAIRENESE -

NE NS

pLEBEM AR E S EIEERAEBEFE L ERE
Ee WAEAERARESREBBANGE %
AEEREREERE AT EEA - I
BHINERI19% - NEXLBNRESREAR
FHB A2 5% FH B REHE - E—HEX
ERBENENAERBBITEBTHFMNILRE
BEAKE - RBREREBETENH MR
RS RIS IEHERENENEBENER
SRA S HTEME - ZBEERBEZEMHB
EMEENEEEAMENEEEAMEE
B EEBERR BELBRBAIEITEEEN
AEEL TEEXNNEXLENEEBER
BRRBANEXZEHNAKRENRASEE -

Annual Report 2008 ¥k



124

Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

eI HRAR MR

BE-TT/\F+ - A=+—AIr 5

18.INTANGIBLE ASSET

18.EFEE

Patents
S FIRE
RMB’000
ARET T
COST R A
At 1 January 2007, 31 December 2007 and 1 January 2008
RZZFZ+F—A—H ZZ2Z+tF+-_A=-+—HBE=ZFTZENF—A—H -
Acquired on acquisition of a subsidiary (note 33) W& — K B A TS (Mi5E33) 8,910
Exchange realignment 9N 5% ©)
At 31 December 2008 A-—ZEZENF+=-A=+—H 8,901
AMORTISATION # 8%
At 1 January 2007, 31 December 2007 and 1 January 2008
RZZETt+tF—F—H ZEE+F+_A=+—HERZZEENF—A—H =
Charge for the year AA4E 37 105
At 31 December 2008 R=—ZEZEN\F+=-A=+—H 105
CARRYING VALUE fEE{E
At 31 December 2008 R—ZZENF+-_A=+—H 8,796
At 31 December 2007 R—ZZT+&+-HA=+—8H -
The patents have finite useful lives and are amortised on a ERERERERNER - HHEHREFAS
straight-line basis over 3 years. FUAEEHR ©

In the opinion of the directors, the intangible asset is anticipated
to have 3 years economic useful lives.

EERR  BREEBFSAIFHLER L

AR -

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) ARA A
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19.DEFERRED TAXATION 19. 4R FER IR

ERANEIRELCHBRBEMEE RAFH

The following are the major deferred tax liabilities (assets)

recognised and movements thereon during the current and prior RIEEEBINT
years:
Fair value
adjustments Undistributable Allowance on

on business profits of PRC inventories and

combination subsidiaries doubtful debts Total
REBESOH HE
RAEHE Fit 8 A =] FER
A R EeF RIREE &a&t
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETTT ARETTT
At 1 January 2007, 31 December 2007
and 1 January 2008
RZZET+LF—H—H  ZFZLF
+-A=+—-BE-_ZETN\F—H—H - - - -
Acquired on acquisition of a subsidiary
(note 33)
W EE BT 8 A B FT1S (P EE33) 2,076 - - 2,076
Charge (credit) to consolidated income
statement for the year (note 8)
REFERSKRP MR (GEA) (7E8) - 5,920 (1,432) 4,488
At 31 December 2008
RZZBEZENF+=_A=+—8 2,076 5,920 (1,432) 6,564
The following is the analysis of the deferred tax balances for {ER iR S B W EPRERIBER DT T
financial reporting purposes:
2008 2007
—EEN\F —ETLF
RMB’000 RMB’000
ARBT T AR¥EFTTT
Deferred tax assets EEF A E &= (1,432) -
Deferred tax liabilities #EEFL B A & 7,996 -
6,564 -
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e M ERAR MR

= -FE/\Ft A=t AUFE

20.INVENTORIES 20178
2008 2007
—EEN\E —ERF
RMB’000 RMB’000
AR¥T T ARBFIT
Raw materials R## 42,250 57,506
Work in progress £ 5 27,946 32,261
Finished goods ZLAX i 56,155 45,221
126,351 134,988

j=va) E] 4
21. TRADE AND OTHER RECEIVABLES AND  21.8 52 K B At & W 508 S IR

PREPAYMENT FRX
2008 2007
—EEN\E R F
RMB’000 RMB’000
AR¥T T ARBFIT
Trade receivables & 5 el I8 184,552 277,566
Less: allowance for doubtful debts Ji : RERE (5,587) (3,057)
178,965 274,509
Bill receivables U Z1% 45,440 72,207
Other receivables and prepayment E 1t & W F I8 K T8 15 BR 7k 33,201 31,536

Total trade and other receivables and prepayment

B 5 R H At fE W IA RIE R SR8 5E 257,606 378,252

The Group allows a credit period from 60 to 90 days to its trade
customers. The following is an aged analysis of trade receivables

AEBGETESEFPHR0ERAMEEDR -
AT RREE R E S RESEMR R EE

net of allowance for doubtful debts at the balance sheet date: SREAMBRES DA ¢
2008 2007
—EENF BT AF
RMB’000 RMB’000
ARET ARET T
0-90 days 0£90H 165,830 259,672
91-180 days 91 HZ=180H 12,220 13,259
Over 180 days 180H A £ 915 1,578
178,965 274,509

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) BRA A
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21. TRADE AND OTHER RECEIVABLES AND 21.

PREPAYMENT (Continued)

The ageing analysis of bill receivables at the balance sheet date

B 5 N H At R WA K TR At
BRF (88)

REZENERKEEREONAOT

/

is as follow:
2008 2007
—BENF —ETLE
RMB’000 RMB’000
AR¥T T AREET T
0-90 days 0290H 42,155 47,604
91-180 days 91 HZ=180H 3,285 24,603
45,440 72,207

Before accepting any new customer, the Group has assessed
the potential customer’s credit quality and defined credit limits
by customer. Limits attributed to customers are reviewed once a
year. 95% of the trade receivables that are neither past due nor
impaired have the best credit attributes assessed by the Group.

The Group has made specific allowance for certain receivables
which are past due but with ageing less than 365 days based on
the evaluation of collectability of each accounts and provided fully
for all receivables over 365 days because historical experience
is such that receivables that are past due beyond 365 days are
generally not recoverable.

After assessment of impairment on individual balances, included in
the Group’s trade receivables are debtors with aggregate carrying
amount of RMB13,135,000 (2007: RMB14,151,000) which are
past due at the reporting date for which was not impaired. The
Group does not hold any collateral over these balances. The
average age of these receivables is as follow.

T%%Eﬂ%ﬁ@ﬁﬁﬁ  AEBERABERT

BEGHEBEEFPNEEERRERER
%J:BE& - BFEBEHR-AREFPEFEELR - RIE
AEBERFTE - 95%H E 5 W IREE R B
HINER(E - ERRRS o

AEE DA S EYFENAIKRENE - L&
T BB R T 8365 B #) B RIB(E L
R - X IREEELSR - BHEEB365H

B FE WO IR — AR AU @ - AR B E BT

BB 88365 A B & KRR E L 2 BURE

TEERGEHRER  AEBZE S ERK
BEEEREHREBEBHNEKEREIREDR
EARY13,135,000L (ZEZTLF | AR
#14,151,0007z) © Mz ERMIEFE © A
SEWER A ERAESREEEAERR -
ZERBGKIEF BT o
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Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008 BE—FTENF+_HA=1T—HIFE

21. TRADE AND OTHER RECEIVABLES AND  21. & 5 k& EL i g W 5008 e FE £+

PREPAYMENT (Continued) AR ()
Ageing of trade receivables which are past due but 2R HE R E R 8B 5 FE W IR AR ES
not impaired
2008 2007
—EENE —EELF
RMB’000 RMB’000
AR%T R ARBTIT
91-180 days 91 HZ2180H 12,220 12,573
Over 180 days 180H A E 915 1,578
Total #85+ 13,135 14,151
Movement in the allowance for doubtful debts REERBEH)
2008 2007
—EENF —EELF
RMB’000 RMB’000
AR¥TRT ARBTTT
Balance at beginning of the year 45 & 3,057 4,128
Impairment losses recognised on receivables B &2 H) & Uk =k I8 5 (E E5 18 3,731 394
Amounts written off as uncollectible #i#5 & % U @ 2 18 (252) (4)
Impairment losses reversed j {8 &5 18 # @] (949) (1,461)
Balance at end of the year FF#R &5 &k 5,587 3,057
Included in the allowance for doubtful debts made for the year AERETEEERENERERE SR
are individually impaired trade receivables with a balance of K BT AR¥S5,587,000 (ZEEHF ¢
RMB5,587,000 (2007: RMB3,057,000) which have been in severe AR ¥3,057,0007T) ' ZERFHER AR
financial difficulties. The Group does not hold any collateral over ANBRE W B W3R o N6 B 455 L SR BN 5
these balances. BERERD -

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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22.FINANCIAL ASSETS DESIGNATED AS

AT FAIR VALUE THROUGH PROFIT OR
LOSS

During the year, the Group entered into several contracts of
structured deposits with banks for a period from 3 months to 1
year. The structured deposits contain embedded derivatives which
are not closely related to the host contract. The entire combined
contracts have been designated as at financial assets at FVTPL
on initial recognition.

For the structured deposits with principal of RMB220,000,000,
the return and principal are not guaranteed by the relevant banks
and the return is determined by reference with the performance
of the PRC companies as stated in the contracts. The expected
return rate stated in the contracts are ranged from 4.8% to 7.0%
per annum.

For structured deposits with principal of RMB39,000,000, the
return and principal are not guaranteed by the relevant banks
and the return is determined by reference with the performance of
(the underlying leased assets acquired by banks by means of the
proceeds received from those structured deposits.) The expected
return rate stated in the contracts are 2.4% per annum.

For the structured deposit with principal of RMB30,000,000, the
return and principal are not guaranteed by the relevant bank and
the return is determined by reference with the performance of
the (bank deposits and corporate and treasury bonds acquired
by bank by means of the proceeds received from the structured
deposit.) The expected return rate stated in the contract is 5.0%
per annum.

In the opinion of the directors, the fair value of the structured
deposits at the balance sheet date approximated the principal
amounts, after adjusting the accrued interest of expected
return.

Subsequent to year end and up to the date of this report, the
principal of structured deposits amounting to RMB139,000,000
have been settled at their principal amounts together with accrual
interest.

WA B AEBRZSHEE

\ —

Y

RER - AEBERRITRR] TH T AH3EA
E1FNERBUETRER - AFEBEFRE
SHETARTENHBORATETA - 2
BEHARENTHIABRCREERE DA
Bt ABRZEREE -

K& A A RE220,000,0007T K 4 EF K -
HEmMA SN2 HABRITRRE - M
& R A AT R AR B IR A A R R 348 2R IR
E o ARPRERAFREENT4.8%E7.0%
e

K& A A R #39,000,0007T 8 & B K
HREMAE TR EEBRITRES - e
HEITHF AELEBEERRSEENA
EEEMFEBERETE  6RPHEBRE W
RAED A% o

K& B AR B30,000,0007T ) 4 & M 1F K
HfmMA & N2 HA@RITRIRE - e
HIRTHAAELEEBETF R =B ERTT
FRMAREFEHFNEFERETE - GRF
B 78 B F I R 55.0% ©

EXZRREHERANERBETERN A BER
AE N L FHER B Y BN B EE
BHEE -

FHEABREAREZH K AAREK
139,000,000 AR IEF R E KRB A€ K &
STFIE o
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)

B TSR AR AL

BE-FT/\F+ - A=+—AiIr 5

23.PLEDGED BANK DEPOSITS/BANK
BALANCES

The balance of pledged bank deposits at 31 December 2007
represented deposits pledged to banks for obtaining letter of
credit facilities granted to the Group. The deposits carried
prevailing market interest rate at 0.72% per annum. The pledged
bank deposits have been released during the year ended 31
December 2008.

Bank balances carry floating interest at market rates which range
from 0.5% to 1.0% (2007: 0.72% to 1.15%) per annum.

24. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables at the balance
sheet dates:

23.

24,

EHEMRITERRITEHR

b”\_g’gtﬁ—i—_ﬂ:ﬂ——ﬁaﬁﬁﬁiﬁ
FRESRERASBERSEREM AR
EHEFER - E%ﬁﬂﬁ’ﬂ?ﬁ%ﬁ%iﬂ%ﬁ
0.72% - R—_ZTTENF+_A=1+—BLF
EA - BEMBITERD WL

RITESRNERNEEM
F05%F1.0% (= & =&
1.15%) °

B 5 M EAD RN FKIE

REZENESRNFIEZREOMAT

2008 2007
—SB\F Tt
RMB’000 RMB’000

AR®T ARETTT

Trade payables & 5 & Z18

Within 90 days 90K A A 112,409 173,700
91 to 180 days 912 180K 6,374 10,164
Over 180 days #8180k 1,056 756
Total trade payables & 5 1 5RIE 4258 119,839 184,620
Payable for purchase of property, plant and equipment
BEWE  MERRERMNRIE 5,137 11,029
Staff salaries and welfare payables FEft & T & M8 7 41,685 41,407
Advance from customers & P ¥ it Z38 6,896 6,327
Value added tax payables and other tax payables FE{ 1% (EF: K H 4th e~ 178 7,190 6,831
Others H Aty 9,653 15,011
70,561 80,605
190,400 265,225

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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25, AMOUNT DUE TO A MINORITY

SHAREHOLDER OF A SUBSIDIARY

The amount is unsecured, interest bearing at 4.5% per annum

and has been repaid in January 2009.

26.BORROWINGS

25. FEST [T B A B D AR R 508

FERT AR FRIA AL R HELR - FH B R4.5%

HERZ-ZZEThF—HEE-

26.[E &

2008 2007
—EEN\F —ETLF
RMB’000 RMB’000
ARMET T AR¥EFTT
Secured bank loans B HEITE K 35,510 =
Carrying amount repayable: B8 & HER (A :
On demand or within one year #Z E3ksl —FRNFEER 18,284 =
More than one year, but not exceeding two years
R —FETNEAMNFTFEEESE 6,008 -
More than two years, but not exceeding five years
BEMFETBELFREESH 11,218 -
35,510 -
Less: Amounts due within one year shown under current liabilities
B mEBBEETN —FAEESNE (18,284) =
17,226 —

The exposure of the Group’s fixed-rate loan borrowing and the

contractual maturity dates are as follows:

SEEEMNXNERMERS BHERE

-
2008 2007
—RRNE  CTTLH
RMB’000 RMB’000

ARBF T ARETT

Fixed-rate loan borrowing: EE F| & &5 -
Within one year — A

15,120

In addition, the Group has variable-rate borrowings which carry

interest at prevailing market rate.

BESh - NREEIRBITH IS RIERFEF =X

B SR o
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BE—FENFT _A=1+—HIFE

26.BORROWINGS (Continued)

The ranges of effective interest rates (which are equal to contractual
interest rates) on the Group’s borrowings are as follows:

B O B BR A R ) R

2008 2007
—EENF —TELF
Effective interest rate: BB A= :
Fixed-rate loan &€ F| =& 2.63% =
Variable-rate loan /&) F| &R E % 7.65% =
The Group’s borrowings that are denominated in currencies other REFEAEEEE TR EEE I TE
than the functional currencies of the relevant group entities are BEMNEBEHINT
set out below:
KRW JPY usbD
B =] EH
RMB’000 RMB’000 RMB’000
ARETIT ARBTFIT ARBTFIT
As at 31 December 2008 R —ZEZNF+_HA=+—H 14,796 5,694 15,120
As at 31 December 2007 R=—ZEZE+&+-A=+—H - = =
During the year, the Group obtained new loans in the amount of REBRFRNEGSTNER  ©HAARK

RMB15,120,000. The loans bear at fixed interest rate and will
be repayable in 2009. The proceeds were used to finance the
acquisition of equity interests in Power Optics.

15,120,0007T ° fg B RIB & & E ) = &R
—ETNFEE ZEZEERAEENEES

EXRBHRAES -

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) ARA A
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27.SHARE CAPITAL

27 IR AR

Number
of shares Amount Equivalent to
RBEE g HER
HK$'000 RMB’000
FAT AR¥BTTT
Authorised: JETE :
Ordinary shares of HK$1 each as of 1 January 2007
RIZZLF—A—BERABIBTHEERK 380,000 380
Sub-division of shares (note 1)
DIFRG (1) 3,420,000 -
Increased on 25 May 2007 (note 1)
R_ZZtFERA-F+FHAEM (F:E1) 99,996,200,000 9,999,620
Ordinary shares of HK$0.1 each as of 31 December 2007,
1 January 2008 and 31 December 2008
RZZEZ+F+—_A=+—H0 ZEZENF—H—AHK
—EEN\F+ A=+ —HERHEECAB AT ER 100,000,000,000 10,000,000
Issued & fully paid: 2317 &2 :
Ordinary shares of HK$1 each as of 1 January 2007
RZEZT+LF—H—B EREAEIBTHETRER 100,000 100 101
Sub-division of shares (note 1) 24 (Mi3E1) 900,000 =
Capitalisation issue (note 2) BA{t317 (FfzE2) 799,000,000 79,900
Issue of new shares (note 3) BE1THTAL (FIFE3) 200,000,000 20,000
Ordinary shares of HK$0.1 each as of 31 December 2007,
1 January 2008 and 31 December 2008
RZZBZLFF+ZA=F+—H0 ZEZ\F—H—HEK
ZEEN\F+ZA=T—HEREECABTHE B 1,000,000,000 100,000 97,520

Notes:

(1) On 25 May 2007, resolutions of all the shareholders were passed
pursuant to which each share of HK$1.00 in the share capital of the
Company was sub-divided into 10 shares of HK$0.10 each so that
the authorised share capital of the Company became HK$380,000
comprising 3,800,000 shares and 100,000 issued shares of HK$1.00
each became 1,000,000 issued shares and the authorised share
capital of the Company was then increased from HK$380,000 to
HK$10,000,000,000 by the creation of additional 99,996,200,000
shares which rank pari passu in all respects with the shares then in

issue.

PisE -

1) RZBEZ+ERA-THE  2EREEB
RBR - BARRARAF ZREE.0074 T
K% 0  F B10BR B AR £0.108 T 2 IR 5
# 1 {3 A A &) 89 3% AR A 2 380,000/ TT
£, #%3,800,000% % {7 + 1f100,0008% & % M
E1.00% 70 B B 317 B 19 # 5 1,000,000 E
AT (D I3 8 38 7% 99,996,200,0004% %
D - F 7R R AVETE IR AN B3380,000% T 38 &=
10,000,000,000/ 7T ° #ILAR A1 77 E L E
REBETROZERSER °
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27.SHARE CAPITAL (Continued)

Notes: (Continued)

(2) During the year ended 31 December 2007, the Board of Directors
authorised to capitalise HK$79,900,000 standing to the credit of the
special reserve account of the Company by applying such sum in
paying up in full at par of 799,000,000 shares.

(8) In June 2007, the Company issued 200,000,000 shares with a
nominal value of HK$0.1 each, at a price of HK$3.82 per share by
way of a global offering to Hong Kong and overseas investors.

28.CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of debt, which
includes the borrowings disclosed in note 26, net of cash and
cash equivalents and equity attributable to equity holders of the
Company, comprising share capital, other reserves and retained
earnings.

The directors of the Company review the capital structure
periodically. As a part of this review, the directors of the Company
assess the annual budget prepared by the corporate finance
department which reviews the planned construction projects
proposed by engineering department and prepares the annual
budget taking into account of the provision of funding. Based
on the proposed annual budget, the directors of the Company
consider the cost of capital and the risks associated with each
class of capital. The directors of the Company also balance
its overall capital structure through the new share issues and
payment of dividends.

21,

28.

e (48)
BT (4

@ BEZTZTELF+-_A=+—HILFE"
EECRERARARERRERNERS
79,900,000/ T # 7 & A R EEH B
799,000,0008% 17 K P& ZX

@) R-TZLFRAMN  NABNREREEHN
REM3.82B TN BRAEE LBIMREE %
#7200,000,000% & AR E (0. 1B TTEV A (D °

BN B IR

AEEEEEREN  BRRBNNERKE
mAER  AERASEETRRENFEL
2 RSRRM M o AN K E A B R E
EFMER -

AEENEARBEHARE (BERKE265
BENEER)  FREMASEFEER RRE
FEARMGREZ (BREBRA - EHHERRF
BAEH) #K

ARREZEEHREEARE - REIWH
MERE TR RINELRRBEZE
TEBMBTESRBRFERE - BRXAAR
REESFE - ARFEFEREEZRFE
BEERBEARAKRANREERNERFSER
ARREENEBETHRLIKE RS FE
BEREARE -

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) ARA A
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29.FINANCIAL INSTRUMENTS 20. @ T E
a. Categories of financial instruments a. ®RTAESLE
2008 2007
—BEN\F ZETLF
RMB’000 RMB’000
AR¥ET T ARETTT
Financial assets & @ &£ &
Fair value through profit or loss AR Bt AIBRmZ S BEAE 291,070 -
Loans and receivables (including cash and cash equivalent)
ERREYRIE (2EREeRASEEY) 635,555 914,811
Available-for-sales investments AJ ft &% & 4,000 73,699
Financial liabilities & &t & 1&
Liabilities measured at amortised cost ¥ #HK At E /) & & 229,826 229,479
Financial risk management objectives and b. EEMEESIERENRKE

policies

The Group’s major financial instruments include financial
assets designated as at fair value through profit or loss,
available-for-sale investments, trade and other receivables,
amounts due from (to) related parties, pledged bank deposits,
bank balances and cash, trade and other payables, amount
due to a shareholder and borrowings. Details of the financial
instruments are disclosed in respective notes.

The risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely
and effective manner.

There has been no change to the Group’s exposure relating
to financial instruments or the manner in which it manages
and measures the risks.

AEBNTECRTABRRERAAER
ABmZEMEE AIHHERE &
7 REA YR - U () BZEAL
RIE - BERRITER - RITEBRLR
& ME 5 I E A 8 IR A K AR R
REREE - R T AEF BN AR
it e

ZETH T EMBORR - AR
FRBRZBREINTX - EEAR
EEELREEZERRE - BEREER
MBEBIEE -

~

LB i

ARESBMTANBRRERRATAE
R PR WA ©
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29.FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Credit risk

The Group’s maximum exposure to credit risk which will
cause a financial loss to the Group due to failure to perform
an obligation by the counterparties is arising from the carrying
amount of the respective recognised financial assets as stated
in the Group’s consolidated balance sheet.

In order to minimise the credit risk, management has
delegated a team responsible for the determination of credit
limits, credit approvals and other monitoring procedures to
ensure adequate impairment losses are made for irrecoverable
amounts.

In this regard, the directors of the Company

consider that the Group’s credit risk is significantly reduced.

The Group is exposed to credit risk through the investments in
certain financial assets designated as at fair value through profit
or loss (as disclosed in note 22) in current year. The return
and principal amounts are not guaranteed by the counterparty
banks and the settlement depends on the performance of the
ultimate borrowers or the relevant underlying assets. Besides,
the Group is exposed to concentration of credit risk in respect
of these structured deposits because those balances were
deposited with several banks only.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings.

Other than concentration of credit risk on liquid funds and
structured deposits which deposited with several banks with
high credit ratings, the Group has concentration of credit risk
as 9% (2007: 11%) and 37% (2007: 42%) of the total trade
receivables was due from the Group’s largest customer and
the five largest customers, respectively.

0.9/ T A (&)

b.

MR EE B R RERR (F)
1ZEAS

% 5 8 F R BB 1T B A BB % B K
SHBEBORAEEAR - HREK
EMRAAERBRMIISEC KRS

BMEEREE

RREEERR EEAEZKERA
BEEEEERSE BUREENRHEMEE

RF - BARANAWE S B R SR
BEEE- - QAitt - XRABAEERA/LEE

MEERBRE AKRIE -

RE - BEFEARBFABZZEHME
ERFEAEERHEERR (BHRETH
7122) o H[OI3R AN W S 5 SRTTHE
R BELERRERERASEEE
ERRRELRE - Lo ELEBUEST
REFTRELBERT LREAEER
HEEEHRR

HRXZHFHREEFRRIFNR
17 HERRPHESHNEERRER -

BRREERTRETNRITERORE
B REBEGRFEEESEPRR
G ZIS‘EIjjﬁ{:ﬁEEPH % AEE
BE RSP F-—ABEFPHEAAKX
=P 95 A9% (_" THE11%) M
37% (ZZEZTEF 1 42%) ©

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlEL (£8) ARA A



137

29.FINANCIAL INSTRUMENTS (Continued) 20. 2@ T A

MRK

/

)

b. Financial risk management objectives and b. MBREKRERBZEREEK (&)
policies (Continued)

=

Market risks 755 2 B

The Group’s activities expose it primarily to the market risks AEBEEBOHEZEmGRRRERR
of price risk, interest rate risk and foreign currency rate risk. B o AR B B K fE =R Ry o Tim A E
Market risk exposures are further measured by sensitivity —SERBREEE U TASEMER
analysis. Details of each type of market risks are described BREVEEIS ¢

as follows:

Price risk EE-EA

The Group is exposed to price risk through the investments AE - EFTAHEEREBFEASER
in certain available-for-sale investments (as disclosed in note HERRRE (EEEEHFE15) - AEE
15) in current year. The Group has closely monitored the HYEEERRER YR EBRERZER
price risk and will consider hedging the risk exposure should R °

the need arise.

Price sensitivity analysis ERSERE ST

The sensitivity analysis has been determined based on the BRRREIMNIBBELAEBAIHEE
exposure to price risks at the balance sheet date for available- BE (TBRIBARANNBRRERTE R
for-sale investments (excluding investment in an investee RERFINRE) HERRRBRETE -

company which is measured at cost less impairments).

If the prices of the respective instruments had been 5% WA TENEREFA  TH% (ZF
(2007: 5%) higher/lower, investment valuation reserve would THF:5 %) IHEERENARE
increase/decrease by RMB200,000 (2007: increase/decrease W FREEHFEHESEM DL
by RMB3,310,000 for the Group as a result of the changes in AR ¥200,0007T (Z T4 : #Eh0
fair value of available-for-sale investments. B # AR #3,310,0007T) °
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008
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E=E

—EENFT _A=1+—HIFE

29.FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Market risks (Continued)
Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate bank borrowing (see note 26 for details of this
borrowing). The Group aims at keeping borrowings at variable
rates. The Group currently does not have interest rate hedging
policy. However, the Group monitors interest rate exposure
and will consider hedging significant interest rate exposure
should the need arise.

The Group is also exposed to cash flow interest rate risk in
relation to bank deposits (see note 23 for details of these
deposits) and variable-rate bank borrowings (see note 26 for
details of these borrowings). It is the Group’s policy to keep
its borrowings at floating rate of interests so as to minimise
the fair value interest rate risk.

The Group’s exposures to interest rates on financial liabilities
are detailed in the liquidity risk management section of this
note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of floating interest rate in
Korea with the effective interest rate of 7.56% per annum
arising from the Group’s KRW denominated borrowings.

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to floating interest rates at the balance sheet
date. The analysis is prepared assuming the bank borrowings
outstanding at the balance sheet date were outstanding for
the whole year. A 50 basis point increase or decrease is used
to present the reasonably possible change in interest rates
at the year end.

If interest rates had been 50 basis points higher/lower and
all other variables were held constant, the post-tax profit for
the year ended 31 December 2008 would decrease/increase
approximately by RMB178,000 (2007: nil).

20 THE (&)

B E R E IR IR B (A8)

TR (&)
=@

AEEREEMERRITEEMEE QA
BENERR (BERFERNE26) - X%
EEMERLEEERTENE ﬂ? $E
= B AR ﬁ&ﬁf‘h-%ﬁﬁ?ﬂ(
AEBEEENERAR Aﬁﬁ?ﬁgﬁi‘
ZEEHEBRN KRR -

$’§II§E/_?¥W\ (EFFFE R M E23)

BRI EBITEE (BEHRFFBERWE
26) ﬁ'ﬁ@%‘ﬁﬁ%miﬂrﬂ % o AEEH
BREREEERFEANZFEUFERD
SBR[ o

AEBCREEMNERRE EARMGER
MR ERE R EFMARE c AE
EmEenefEXRREEEREER

B RDE M KK B - Tl R EIAB A
ERE (EERFHNER7.56%) ME
5 o

MERGRE DT

ATHEREDITZBEEBNZER
BE - %7 WTE““E/;.#EITEE%E%?
EBEEEEFEFE - FEMERNSIEA B
B RIL RSO EE S, -

ﬁﬁl |38 E50MEE S - MATE M A

BREREFITE  AAXEEHE-ZTZT
)\¢+_ﬂ:+ BILEFEENGMES
A g n# AR 178,000 (—Z2E
+&F )
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29.FINANCIAL INSTRUMENTS (Continued)

b. Financial risk management objectives and

policies (Continued)
Market risks (Continued)
Foreign currency risk

The Group undertakes certain foreign currency sales and
purchases, which expose the Group to foreign currency risk.
Certain of the Group’s bank and cash balances, trade and
other receivables, trade and other payables and borrowings
are denominated in currency other than the functional
currency of the relevant group entities and expose to such
foreign currency risk. The Group currently does not use any
derivative contracts to hedge against its exposure to currency
risk. The Group manages its foreign currency risk by closely
monitoring the movement of the foreign currency rate.

The carrying amounts of the Group’s foreign currency

29.%

b.

=T A

MRK

/

)

MR EEBELRBER (8)

mE

TSR (&)

SINES Bz

AEBETETIHIERS - B EHI
KRR AKRESTROIERSES
B MEMEWTIR - BHREMEN
REARBEFIUEEEREERNY
EEBNIINERTEEAEE A RING
Rz o NEEB Y EEREAITES
REHONE R R - 1B ) B R E R BN
HAEIRINER R ©

ATHASERZ2HRARAINEFES

denominated monetary assets and monetary liabilities at the MEEREBEERNRRE :
reporting date are as follows:
Assets Liabilities
EE a&

2008 2007 2008 2007
—EENF —EELF —EENE —EELEF
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARETT AR¥T T ARETIT
United States Dollar 7T 140,881 310,909 40,431 71,706
Japanese Yen H 4,949 6,348 6,149 2,205
Korean Won &&7T 19,895 2,900 21,681 -
Euros BT 4,203 32 = 1
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Notes to the Consolidated Z=a
Financial Statements

BB BmRME

FOR THE YEAR ENDED 31 DECEMBER 2008 HEE-FEZEN\F+ _A=+—HILFE

29.FINANCIAL INSTRUMENTS (Continued) 29.%

b. Financial risk management objectives and b.
policies (Continued)

Market risks (Continued)
Sensitivity analysis

The Group mainly exposes to fluctuation in United States
Dollar (“USD”), Japanese Yen (“JPY”), Korean Won (“KRW”)
and Euros (“EUR”) against Renminbi (“RMB”).

The following table details the Group’s sensitivity to a 5%
change in RMB against the relevant foreign currencies. The
sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation
at the year end date for a 5% change in foreign currency
rates.

A (negative)/positive number below indicates a (decrease)/
increase in profit where RMB strengthen 5% against the
relevant currency. For a 5% weakening of RMB against the
relevant currency, there would be an equal and opposite
impact on the profit.

e

tT R

VR

)

MR EE B IELEER (B)

430

s

R ()
BRE DT

AEENETERBKEE ARBHET
BE - BT RETTHEERE

TR B LA SR L U A R34
SN RES%RBE - SR A I 1K
BIE MRS E I E R ER -
Ko B 8 9 4 B S RIS % 7 0

B

T (B2, EBRRARKELAARSN
ERTHES% M B EH M Ofd), /12 -
HARSLHEEINERES% - B S H it
MERRRERNTE -

Profit for the year

FREF
2008 2007
—2ENE —EELF
RMB’000 RMB’000
AR¥T T ARETT
USD (note) =7t (FiH&E) (5,023) (11,960)
JPY BB (PFH5E) 60 (207)
KRW 27T (Fff3E) 89 (1435)
EUR BT (BifE) (210) )

Note: This is mainly attributable to the exposure to bank balances
and outstanding receivables denominated in respective foreign
currency at the year end.

Mzt : ETERKREBFEHEAEEEBING
FHERITAE AR R RUGRIAR A -

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A



141

29.FINANCIAL INSTRUMENTS (Continued)

b. Financial risk management objectives and

policies (Continued)

Market risks (Continued)

Liquidity risk
The Group has net current assets amounting to
RMB849,831,000 at 31 December 2008 (2007:

RMB854,051,000), and has low exposure to liquidity risk
of being unable to raise sufficient funds to meet its financial
obligations when they fall due.

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows.

The following tables detail the Group’s remaining contractual
maturity for its non-derivative financial liabilities as at 31
December 2008 and 2007. The tables have been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be
required to pay. The table includes both interest and principal
cash flows.

29.%

b.

= T A

MRK

/

)

MR EEBELRBER (8)

NE

w5 (&)

MEBETRR

REBR-ZZEZNF+ZA=1T—HH
mBE EFRE A A KR K849,831,0007T
—TT+F : AR¥854,051,0007T)
HMEREEERHNERFEINBMBE
EHREDHESRRBER o

REERRBESAR  AEBEEELG
FEEERRERNNREMNESEE
AEAEENZEE S MRERES R

BRENTE -

TRFAIR_ZEZNFN_FFTLEFT
TRt HAAXRKEFTESHMARED
RBANHER - TRBRBEAKEAERE
RKEESHRARNRE BHNAMEARIT
RemBBEReRmE  SAMNERAK

ATE A =
TIREME °
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

e P BwRME

BE-FT/\F+ - A=+—AiIr 5

29.FINANCIAL INSTRUMENTS (Continued)

b. Financial risk management objectives and b. MERAKREEBZMBER (8)
policies (Continued)
Market risks (Continued) m5 R (&)
Liquidity risk (Continued) nBEERER (8)
Weighted
average Total
effective Less than 3 months 1 year to undiscounted Carrying
interest rate 3 months to 1 year 5 years cash flows amount
mE¥H =f@A AARE
BERFI= =@AR E-f —FZREF MELHE HREE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARBTT ARBTT ARETT
As at 31 December 2008
(—FE/\F+-A=+—4
Trade and other payables
B 5 KA fERTFOE - 53,828 129,998 - 183,826 183,826
Amounts due to related parties
FERTBEE AT 508 - 8,015 = = 8,015 8,015
Amount due to a shareholder
FERRRER 500R 4.5% 2,475 - - 2,475 2,475
Borrowings f& & 2.55%-11.11% 18,750 - 19,824 38,574 35,510
83,068 129,998 19,824 232,890 229,826
As at 31 December 2007
R_EE+FF_H=1—H
Trade and other payables
B 5 KA RO - 50,118 178,700 - 223,818 223,818
Amounts due to related parties
ERBEALRE - 5,661 - - 5,661 5,661
55,779 173,700 - 229,479 229,479
c. Fair value c. ’RfE

The fair value of financial assets and financial liabilities
(excluding financial asset designated as at fair value through
profit or loss and available-for-sale investments) is determined
in accordance with generally accepted pricing models based
on discounted cash flow analysis or using prices or rates from
observable current market transactions as input.

The directors of the Company consider that the carrying
amounts of all financial assets and financial liabilities
recorded at amortised cost in the consolidated balance sheet
approximate their corresponding fair values.

EREENEBAE (TERERAAER
AB#HZEREEMAHEERE) A
AREZFRREROTHAIREEBRRA
KERMAFEMEXZ BRI RIEREH
ANBRBEE °

ARBEEBRNEREEABREE
HRASIRNMESREERERAR
REEEQAERSE -
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31

30.CAPITAL COMMITMENTS 30. B AN HE
2008 2007
—EENF —ZETLF
RMB’000 RMB’000
ARMET T AR¥EFTT
Capital expenditure in respect of acquisition of
property, plant and equipment contracted for
but not provided in the consolidated financial statements
EiTHERRGAMBRRBENDE  BEREKEANEARE 22,858 31,699
.OPERATING LEASE COMMITMENTS 3148 ETH K EHE
2008 2007
—EEN\F ZETLF
RMB’000 RMB’000
AR®T T AR¥BTTT
Minimum lease payments under operating leases
recognised in the consolidated income statement
FARFE W R ERNEEHOFER S MK 5,321 6,585

At the balance sheet date, the Group had outstanding
commitments under non-cancellable operating leases in respect

of premises which fall due as follows:

REEH - AEEREBEEYEZ A HH
REROH KRBT <AEAENT

2008 2007

—EEN\F T LF

RMB’000 RMB’000

AR¥T ARBFTT

Within one year —F A 6,538 4,695
In the second to fifth year inclusive 5 _Z=FAF RN (BIEHEME) 1,133 3,577
7,671 8,272

Operating lease payments represent rentals payable by the Group
for premises used for production and operation. Leases are
negotiated for a term of 1 to 2 years and rentals are fixed over
the relevant lease term.

REMENFRAKRERBELEEREEL

MENENES

HOKERFIY > HER

—EZMF - MEEREEEMAEE T -
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Notes to the Consolidated e ISR MR
Financial Statements

FOR THE YEAR ENDED 31 DECEMBER 2008 E_EE\FF_A=+—HIFE
32.RETIREMENT BENEFIT SCHEME 32 iR A 5T 2
2008 2007
—BENEF “TTLE
RMB’000 RMB’000

ARBTR ARETIT

Retirement benefit scheme contribution made during the year
F AR KRR N ET B R

19,581 10,546

The employees of the Group’s PRC subsidiaries are members
of a state-managed retirement benefit scheme operated by the
local government. The subsidiaries are required to contribute a
specified percentage of their payroll costs to the retirement benefit
scheme to fund the benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make the specified
contributions.

The Group also participates in a Mandatory Provident Fund
Scheme (the MPF Scheme) established under the Mandatory
Provident Fund Ordinance in December 2000 for the Group’s
Hong Kong employees. The assets of the schemes are held
separately from those of the Group, in funds under the control of
trustees. For employees who were members of the MPF Scheme,
the Group contributes 5% of relevant payroll costs to the scheme
and subject to a maximum of RMB882 (equivalent approximately
to HK$1,000) per month, which contribution is matched by the
employee.

33. ACQUISITION/DISPOSAL OF

SUBSIDIARIES

(@) On 18 December 2008, the Group acquired additional equity
interests of Power Optics for consideration of RMB20,712,000.
The equity interests held by the Group have increased from
8.56% to 54.92%. This acquisition has been accounted for
using the purchase method. The amount of goodwill arising
as a result of the acquisition was RMB8,097,000.

AEERBENBARNEED 2NN BRA
RENBERERRARBNE - ZFWB L
AIARTERABRERER D LLHRBES
RARENE B - NEERZRKREF
Bl — B ERRZ BIEHERMHR -

AEBNAEBEESN=2ZZTZTF+=A
1R % 58 1 A TE & 5T B 551 5% 3 8058 il 1 2
Bortal ([RBESTE]) - ZAENEESR
URASBEE  FTHRRAGEIAEENE
e AEEZRSG RAEBLSFEKNENEEZ
HEF K AS%MHH - LRABAARKE
8827T (A& 11,000/%7T) » MiE & /e E4]

33IRHE /BRI B A A

@ R-ZTENFE+-_A+NAB K&EEK
BHEXBEIIRE BeREAAR
#20,712,0007C ° AN & Bl R 5 A &=
8.56%1% £54.92% - % W B B m I E
EANRER - WEBAMEAEEBHEEAARE
8,097,0007T °
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33.ACQUISITION/DISPOSAL OF 3UHE S HEMBAR (&)
SUBSIDIARIES (Continued)
(a) (Continued) (@ (&)
The net assets acquired in the transaction, and the goodwill REFABEEESFERAMELENNE
arising, are as follows: U
Acquiree’s
carrying amount
before Fair value
combination adjustments Fair value
U BB A F R
EOtATEREE AREAE ARE
RMB’000 RMB’000 RMB’000
ARETTT ARET T ARETTT
Net assets acquired: FTUREE & EFE -
Property, plant and equipment ¥1% - #2355 22,905 8,328 31,233
Intangible asset & & &= 84 8,826 8,910
Trade and other receivables & 5 & H {i g I kA 7,189 = 7,189
Bank balances and cash $R1745 88 RIRE 21,940 = 21,940
Trade and other payables & 5 & £ i F& {51 8 (8,257) - (8,257)
Amount due to a shareholder F&{ % 3R 018 (2,475) = (2,475)
Bank borrowings R1TEE (19,818) - (19,818)
Deferred tax liabilities {EEF 1B & & = (2,076) (2,076)
21,568 15,078 36,646
Minority interests 4> £t R AE (16,520)
Less: amount previously held as available-for-sale
investments
W ZAIFRBRAHEERE (7,511)
Goodwill arising on acquisition Y& = 4 /) i 2 8,097
Satisfied by cash JAIR& X1+ 20,712
Net cash inflow arising on acquisition:
WIS PTIS IR S )F R ¢
Cash consideration paid 23R &K E (20,712)
Bank balances and cash acquired
PR IRITAE SR IR € 21,940
1,228
The goodwill arising on the acquisition of Power Optics is WEHEXEEENEERNTEH K
attributable to the anticipated profitability of the manufacturing W HENEEMER MTEEIWEE S
and sales of optoelectronic products and the anticipated AR 77 [B) AR o

future operating synergies from the acquisition.
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008
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BE—FENFT _A=1+—HIFE

33.ACQUISITION/DISPOSAL OF
SUBSIDIARIES (Continued)

(@) (Continued)

Power Optics contributed loss of RMB1,627,000 to the
Group’s profit for the period from the date of acquisition to
31 December 2008.

If the acquisition had been completed on 1 January 2008,
total Group’s revenue for the year would have been
RMB1,321,046,000, and profit for the year ended 31
December 2008 would be RMB67,832,000.

The above pro forma information is for illustrative purposes
only and is not necessarily an indication of revenue and
results of operations of the Group that actually would have
been achieved had the acquisition been completed on 1
January 2008, nor is it intended to be a projection of future
results.

On 31 August 2007, the Group acquired an interest of 50% in
Sunny Hengping for a cash consideration of RMB12,500,000.
Pursuant to the resolution passed on the same day, Sunny
Hengping undertook an increase in its share capital whereby
the additional share capital was fully subscribed by the Group
for a cash consideration of RMB10,000,000. The additional
capital injection resulted in the total equity interest in Sunny
Hengping held by the Group became 64.29%. The acquisition
has been accounted for using the purchase method.

Il

BUHE T HEMBAR (&)

(a)

(&)

WERHE= T N\F+-_A=1+—~H
IFEAfE - AEBEERKBHERBERA
K #1,627,0007T °

WKBER=_ZTZENF—A—H=
B BIASEEFRNBRZERSARE
1,321,046,0007t * HZ=Z =TT N\ F +
ZTA=T—HIEFEMNRNERARE
67,832,0007T °

LREEEMERFBRE  ROAR
REKBER_FTNEF-A—BEK
RASEERTESHRELREER
& MEBIERARKEGEEN -

W-ZEBLENA=F+—8 KEEK
BT HRFEFER0%NBRE  BeR
B & AR #12,500,0007T ° BERE B
HBAEARSE  RFETV ERNKRARE
e Mg AEHBEENRESRE
A AR #10,000,0007 R - A& E 5
INEER - IRRFET AN AER
#64.29 % ° ZEEEIRBEEEANK -

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A



147

33.ACQUISITION/DISPOSAL OF
SUBSIDIARIES (Continued)

(b) (Continued)

Details of the net assets acquired and the goodwill arising on
acquisition are set out as below:

BUHE T HEMBAR (8)

Bt

il

(#8)

KB EEFERKBMELENRE
2|7

Carrying
amount and
fair value
REERAAE
RMB’000
ARETTT
Net assets acquired: FritEE & EFE :

Property, plant and equipment 4% - #25 & 35 % 252
Trade and other receivables & 5 K H {th fE U I8 5,715
Inventories F& 4,768
Bank balances and cash* $R1T#&E 5 IR &+ 20,494
Trade and other payable & 5 & H b fE {5t 5B (15,016)
16,213
Minority interests 2> #xp% R i S (5,790)
Goodwill arising on acquisition U B 2 4 # 2 12,077
Satisfied by cash LAIR & & £+ 22,500

Net cash outflow arising on acquisition: W& F7T 3R & /F%8
Cash consideration paid 2 3E &R E (22,500)
Bank balances and cash acquired* ATUREESRTT45 64 IR &~ 20,494
(2,0006)

* The amounts included RMB10,000,000 which is resulted from
the capital injection by the Group.

The carrying amount of the net assets acquired approximates
their corresponding fair value at the date of acquisition. The
goodwill arising on the acquisition of Sunny Hengping is
attributable to the anticipated profitability of the manufacturing
and sales of scientific instruments and the anticipated future
operating synergies from the acquisition.

Y REBEBRAKEIESRARE

10,000,0007T °

PR R & E U A # AR RE AR % (B 2
RAERE - BWERTEFEIELRD
BEARNBHLEERHEN BRESNERN
K FEET UL B 18 SR AR 2 1 Rl 2k ©
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Notes to the Consolidated
Financial Statements

n e PR R A
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Sunny Hengping contributed RMB1,231,000 to the Group’s
profit for the period from the date of acquisition to 31
December 2007.

If the acquisition had been completed on 1 January 2007,
total Group’s revenue for the year would have been
RMB1,397,451,000, and profit for the year ended 31
December 2007 would be RMB229,608,000.

The above pro forma information is for illustrative purposes
only and is not necessarily an indication of revenue and
results of operations of the Group that actually would have
been achieved had the acquisition been completed on 1
January 2007, nor is it intended to be a projection of future
results.

FOR THE YEAR ENDED 31 DECEMBER 2008 BE—FTENF+_HA=1T—HIFE
33.ACQUISITION/DISPOSAL OF 3B.UEE S HENBAR (&)
SUBSIDIARIES (Continued)
(b) (Continued) (o) (%&)

WERHE —"TEFT+E+-_F=+—H
IEEAM - NEEEFIHR AR 1,231,000
TCR B 22T B F %S o

WKBER-_ZTZETLtF—HA—H=
B BIASEFRNBRZERARE
1,397,451,0007C * MBE=TFTtF+
ZRA=T—HLEFEMNRMNERARE
229,608,0007T °

NEBEERHERFAMRSE  ATKRK
AEBR -_TTLF—A— Enﬁ%%
PRESHBEREERE  TEEER
ARIRZEETER
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34.RELATED PARTY TRANSACTIONS

(@) Names and relationships with related parties during the years

are as follows:

Name

=L

Principal activities

FEEK

34.FAENLTR S

4 PRI A+ 5 T R SRR E A £ 2 B R
o -

Relationship

S

Sunny Group Limited
(“Sunny Group”)
RFEEBRAF ([RFEE])

Sun Xu Limited (“Sun Xu”)
#MBAERAR ([32E])

Ningbo Sunny Electronic Limited
(“Ningbo STT”)
ERAFETERAR
(MR EEFRR])

Yuyao City Urban Fanxing
Electrical Appliance Factory
(“Fanxing”)

EREk TN [ L SRR (&8 )

Yuyao City Xingbang
Optoelectronic Instruments
Company Limited (“Xingbang”)

ERpk T ELH K BERBR AR
(T#F )

Yuyao City Xingli Optics
Instruments Factory (“Xingli”)
BRIKTH B N7 2B EE R ([ )

Yuyao City Jiahua Optoelectronic
Components Factory (“Jiahua”)
BRIk TR EZE R BECHERR ([EZE])

Investment holding

BEER

Investment holding

BREERK

Manufacture and sale of
telescopes and riflescopes

N SHE R M RS

Manufacture and sale of
hardware and plastic
components

SERHEENS REBBEH

Manufacture and sale of parts
for optical instruments

EERHE N BESRE

Manufacture and sale of parts
for optical instruments

EERHE LB EEEN

Manufacture and sale of parts
for optical instruments

EENMHEE R EREBI

A substantial shareholder of
the Company
RARKEZRRE

A substantial shareholder of
the Company
RARKEZRE

Beneficial interest held by a family
member of the Company’s director,
Mr. Wang Wenjian

RAAREZIXNEXLRBEREE
oG

Company controlled by a family member
of the Company’s director, Mr. Wu
Jinxian

RAFEZREBRERBAIZEGIAF

Company controlled by a family
member of the Company’s director,
Mr. Wu Jinxian

RAREFREBE R RKBEEH QA

Company controlled by a family
member of the Company’s director,
Mr. Ye Liaoning

RAAREFERBERERBEH QA

Company controlled by a family
member of the Company’s director,
Mr. Wang Wenijian

RARIEE T XELERBEMESIA A
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BE

n e PR R A

I N ==

EFENFL _A=1—HIFE

34.RELATED PARTY TRANSACTIONS

(Continued)

(@) (Continued)

Name

(@)

Principal activities

34.[8:8

% (&)

(&)

Relationship

Du Guorong, Zhu Xinggiang,
Wu Qun, Zhong Zhiwen
(“Minority Shareholders”)

S - KEE - REE - HEE
(TPERR])

Shanghai Shuangquan Scientific
Instruments Company Limited
(“Shuangquan”)

FEEERMERFZAR AR
(M6 1)

(“Sunny Machinery”)
([F2FHEM )

3S Hi-Technologies Co., Ltd.
(“3S Hi-Tech”)
tERTEREAERMARAD

N/A
AN i

Distribution and sale of scientific
instruments

7 AN H BB 2 RER

Manufacture and sale of
telescopes and riflescopes
A T SHE AR iR AR ZE 2R

Distribution and sale of scientific
instruments

7 AN BB 2 k2R

Minority shareholders of Sunny Hengping

T EFESR D BBR

Beneficial interest held by a family
member of the shareholder of
Sunny Hengping
ARBIERTETEREZBESEGNLA

Beneficial interest held by a family
member of the Company’s director,
Mr. Wang Wenjian

RRAREFEIXEXRERBERER
/NG

Company controlled by Sunny Group
ZE T & B AT IZ &l A |

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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34.RELATED PARTY TRANSACTIONS

(Continued)
(b) Transactions with related parties: (b) HEBEALRS
2008 2007
—EEN\F —EELHF
RMB’000 RMB’000
ARMET T ARETTT
Sales of goods (note 1) $4&&Em (FizE1)
Ningbo SST %)% 5 FHH% 1,675 1,965
Shuangquan & 1,566 =
3S Hi-Tech /8% E 66 =
Xingbang 5 9 198
Xingli &257 - 1
3,316 2,164
Sales of raw materials (note 1) $#5& RAE (HEE1)
Ningbo SST %)% 52 FRHX 3,615 -
Xingbang 36 342 -
Xingli #E37 4 =
3,961 -
Purchase of raw materials (note 1) B Z R (FfzE1)
Ningbo SST Zi 55 Rt 14,531 8,814
Xingbang H3H 4,343 1,777
Sunny Machinery %1% 2,562 -
Xingli &37 1,292 575
Fanxing &3 % 520 538
Jiahua {£# 53 49
Shuangquan & 30 =
23,331 11,753
Purchase of property, plant and equipment (note 1)
BEWE MBS REE (1)
Sunny Group Z#F5&E - 28,006
Ningbo SST %)% 52 FREHX = 23
- 28,029
Disposal of property, plant and equipment (note 1)
HEYIEE - B ks (MIEET)
Ningbo SST )8 5 FEHY 9 55
Xingli &257 - 30
9 85
Property rental expenses (note 2) W15 &% (MiFE2)
- Sunny Group — 525 2,730 3,604
Interest expenses (note 3) F| B3 H (FizE3)
- Sunny Group — 3 F 5 = 572
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

e M HRAR MR

BE-FT/\F+ - A=+—AIr 5

34.RELATED PARTY TRANSACTIONS
(Continued)

(b) Transactions with related parties: (Continued)
Notes:

(1) The transactions were entered into in accordance with the terms
agreed by the relevant parties.

(2) The property rental expenses were charged based on the terms
agreed by the relevant parties.

(3) The interest expenses for the year ended 31 December 2007

were calculated based on the loan agreements entered into
between the Group and Sunny Group.

(c) At each balance sheet date, the Group has the following

MBEBEATRS ()

(b) HEEEBEALRS : (&)

(1) ZERXSHRBAERA L IHERRHE
(2) TSR THRIRAER A L 75 5E B 5K
YR ©

+— EIJtiFt*Tb
JVA:)

© REFKEH AEHEEBEBALIHNEX

significant balances with related parties: ERRIT ¢
2008 2007
—EENF —EELF
RMB’000 RMB’000
AR¥ET T AREET T
Current assets: Jn BN & -
Amounts due from related parties & #8:8 A £ 708
Sunny Group ##F£[& - 18
Minority shareholders 4> &% & - 2,280
- 2,298
Current liabilities: JREh & &
Amounts due to related parties &1~ EdsE A T 7B
Ningbo SST Z K 28 F R 5,715* 3,327*
Xingbang fEFD 1,457 1,614*
Xingli #2357 511* 564*
Sunny Machinery %25 # 183* —
Fanxing &5 112* 156*
Jiahua {£#E 20* -
Sunny Group (note 1) F2F & (FfE1) 17 =
8,015 5,661

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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34.RELATED PARTY TRANSACTIONS
(Continued)

(©)

At each balance sheet date, the Group has the following
significant balances with related parties: (Continued)

Other than those amounts denoted with asterisk *** which are
of trade nature, the other amounts are of non-trade nature.
The amounts are unsecured, interest free and recoverable
within one year.

The following is an aged analysis of related parties balance

A.FAB AT S (5B)

(c)

NEHEER  AEFRPEALTHEKR
ST (88)

BRA | BRRZBEREZIEE - B
BYRIFEHHE - ZAFL BRI ARBIE
*R > 2EAAR—FRKE -

of trade nature at the balance sheet dates: FRERER DA T
2008 2007
—BBNF  —TTtH
RMB’000 RMB’000
ARET T ARBFIT

Current liabilities: JREh & f& :
Within 90 days 90H A 5,548 4,797
91 to 180 days 91 HZ=180H 2,450 864
7,998 5,661
(d) EEEIE A B

Compensation of key management personnel

The remuneration of key management, excluding all directors
whose emoluments have been set out in note 12, during the
year is as follows:

RTHIFEE  FEBERASFHH CTEIE
FEESEZME (FEENME12)) 0
T

2008 2007

—BBNE  —TTtH

RMB’000 RMB’000

AR®T T ARBTTT

Short-term benefits %2 Hit2 Fll 7,628 4,462
Post-employment benefits %1% &5 388 265
8,016 4,727

Sun Xu has pledged certain assets to secure general banking
facilities granted to the Group.

©

RRIBEMETEEEAARBER —R
RITEERRE °
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Notes to the Consolidated

Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2008

)

BE—FENFT _A=1+—HIFE

BTSRRI =L

35.POST BALANCE SHEET EVENTS

After the balance sheet date the directors proposed a final

dividend. Further details are disclosed in note 10.

36.PARTICULARS OF SUBSIDIARIES

Particulars of subsidiaries indirectly held, unless otherwise
stated, by the Company at 31 December 2008 and 2007 are as

follows:

Name of subsidiary

HELREE

Place of
incorporation/
registration/operation
EE At
EEMHY

Issued and fully paid
up share capital/
registered capital
ERITRBRRE
AEMER

:i: Sty
mA 7—0—

35.45E Hig

mERE E
BEHNHIFET0

36.F1 B A

B =B RAN -

=R

FEEE

o

KR RS,

AlFH1B

B

KRR _BEENER_ZF

T+ FEFT A=+ - HEERANNERF

ERCE NN

Attributable
equity interest

held by the Group Principal activities

AEBEEGEE TEXK

2008

2007

—TBN\F _FTTLF

Sun Yu Optical The British Virgin Islands ~ Ordinary shares 100% 100% Investment holding
Technology Limited (“The BVI’) US$100,000 (directly held) REZER

RFRERRBRAT EERTES LiBA%100,000% 7T (EERR)

(TBEZ#E])

Sun Xiang Optical The BVI Ordinary shares 100% 100% Investment holding
Overseas Limited BRHE us$10 REER

REXBEINERAF Li@Ak10ET

Sun Li Instrument The BVI Ordinary shares 100% 100% Investment holding
Overseas Limited RBA#HE us$10 REER

RN G EINERAF TAERI10ET

Summit Optics The BVI Ordinary share 100% 100% Investment holding
Technology Limited RS US$1 REER

LBRIET

Summit Optics The BVI Ordinary share 100% 100% Investment holding

Investment Limited RS US$1 RERER
LRBIZET

Sunny Optical Overseas ~ Hong Kong Ordinary shares 100% 100% Investment holding
Limited B Us$10 REEKR

RFEXREBIMERAA EiAR10%ET

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) BRA A
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(Continued)

Name of subsidiary

Place of
incorporation/
registration/operation

36.PARTICULARS OF SUBSIDIARIES

Issued and fully paid

up share capital/
registered capital

36.M B A EIFIE (8)

Attributable
equity interest

held by the Group Principal activities

SR EMEE ERTRBMEREK
MED R &R EEMHY HEfER rEEREEE FEXK
2008 2007
ZZEEN\F ZTT+F
Sunny Instruments Hong Kong Ordinary shares 100% 100% Investment holding
Overseas Limited BB us$10 REER
BT ESBIMERAF Ei@k10ET
Summit Optical Hong Kong Ordinary share 100% 100% Investment holding
Technology Limited BB HK$1 REER
sl abi
Summit Optical Hong Kong Ordinary share 100% 100% Investment holding
Investment Limited 6 HK$1 REES
LRARBTT
*Zhejiang Sunny Optics The PRC Registered and 100% 100% Manufacture and sale
Co., Ltd. H contributed capital of optical components
LT REERAF RMB235,000,000 EEREERETH
AMREHRAARE
235,000,0007T
*Ningbo Sunny Instruments The PRC Registered and 100% 100% Manufacture and sale
Co., Ltd. H contributed capital of optical instruments
"ERFETESARAA RMB82,500,000 KEREELRES
i REHRAARE
82,500,0007T
*Sunny Optics (Zhongshan) The PRC Registered and 100% 100% Manufacture and sale

Co., Ltd.

FENB (B HRAT

HE

contributed capital

US$14,990,000
A R B AR

14,990,000 7T

of optical components

HERHEELER(

Annual Report 2008 ¥k



156
iRE ISR AR R

Notes to the Consolidated

Financial Statements

FOR THE YEAR ENDED 31 DECEMBER 2008 s 2 \FEf —_A=+1—HIFFE

(Continued)

Name of subsidiary

Place of
incorporation/
registration/operation

36.PARTICULARS OF SUBSIDIARIES

Issued and fully paid
up share capital/
registered capital

36. [ B A 75

5 (&)

=

Attributable
equity interest
held by the Group Principal activities

SR M ERTREBERE
HED R &R EEMHY EfE AR rEEREEE FEEK
2008 2007
—ZEEN\F ZTTHF
*Nanjing Sunny Optical The PRC Registered and 100% 100% Sale of optical instruments
Instruments Co., Ltd. contributed capital HE LB RS
ERETABERARAF RMB3,000,000
i R EFBRA AR
3,000,0007T
*Ningbo Sunny Opotech ~ The PRC Registered and 100% 100% Manufacture and sale of
Co., Ltd. H contributed capital optoelectronics products
"ERRTRERR US$8,831,600 EERHEREER
AR AR i R BB AR R
8,831,600% 7T
*Ningbo Sunny Infrared The PRC Registered capital and 95% 95% Research and development
Technologies i contributed capital of infrared technologies
Company Ltd. RMB5,000,000 78 K R AL MR R A
PR BEFALIMEMT B R A R M E AR E #RA
AR #¥5,000,0007T
Sunny Japan Co., Ltd. Japan Registered and 55% 100% Trading of optical
RFEAAKAGH A contributed capital instruments and
JPY99,000,000 optoelectronics products
A R E#RA BEXBEERNEEM
99,000,000H
*Shanghai Sunny Hengping The PRC Registered and 62.46%  64.29% Manufacture and sale of
Scientific Instrument H contributed capital scientific instruments
Co., Ltd. RMB6,340,458 KENHEN SRS
FEERFETEES A REHREARE
AR A 6,340,4587C
Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) ARA A



157

36.PARTICULARS OF SUBSIDIARIES

(Continued)

Place of
incorporation/

Name of subsidiary registration/operation

Attributable
equity interest
held by the Group

Issued and fully paid
up share capital/
registered capital

36.Ff1 B 2 RIFFIE

==
=]
B H\E)

Principal activities

SR s ERTRBEREK
il PN EEE HEfER rEEREEE FEXK
2008 2007
—ETN\F _TTLF
Sunny Optical Corean The BVI Ordinary shares 100% 100% Investment holding
(BVI) Limited RUHE US$10 REER
LRR10ET
Sunny Korea Company Korea Ordinary shares 100% 100% Manufacture and sale of
Limited 52 KRW450,000,000 optical components
RFRERKA G k450,000,000 T EERHEEHETH
Power Optics Co., Ltd. Korea Ordinary shares 54.92% 8.56% Manufacture and sale of
NEXRBERAF 35 KRW5,000,000,000 (Note)  optoelectronic products
& M%5,000,000,0005% T (fsE) EERBEXEER
Sunny Instruments Singapore Ordinary shares 92.86% - Manufacture and sale of
Singapore PTE. Ltd. s SGD2,100,000 scientific instruments
BRFESTINERRAR L imA%2,100,000 FERHER2EHS
F KT
#Jiang Su Sunny Medical ~ The PRC Registered capital 51% - Manufacture and sale of
Instruments Co., Ltd. H RMB15,000,000 and medical instruments
N RRTRESRARAT contributed capital EEREEREEM
RMB3,000,000
& A AR #15,000,000
TREHBRRARE
3,000,0007T
“Ningbo Sunny The PRC Registered and Contributed 100% - Manufacture and Sale
Automotive Optech H Capital RMB5,000,000 of optical automotive
Co., Ltd. R ELRARARE components
BRAR
* companies are sino-foreign equity joint venture enterprises * RINE B ENT

# companies are domestic invested enterprises

Note: The investments were classified as available-for-sale investments
as at 31 December 2007 and became a subsidiary in 2008.

None of the subsidiaries had issued any debt securities at the

end of the year.

o RERERR

3

R-ZZHF+-A=+—H ZERE
WAERAELERE IR _—_TTN\F

PRARHIEB AR o

RAFER - B AR L EBITEMEBES
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Corporate Information

NEER

EXECUTIVE DIRECTORS

Mr. WANG Wenijian (Chairman)
Mr. YE Liaoning
Mr. XIE Minghua
Mr. WU Jingxian

NON-EXECUTIVE DIRECTORS

Mr. SHAO Yang Dong (Vice Chairman)
Mr. RICKS Michael David

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. CHANG Mei, Dick or Dr. Dick Mei CHANG
Mr. Koji SUZUKI

Dr. LIU Xu

Mr. ZHANG Yuging

JOINT COMPANY SECRETARIES

Mr. SUN Yang
Ms. LEE Suk Yee (HKICPA, AICPA)

QUALIFIED ACCOUNTANT
Ms. LEE Suk Yee (HKICPA, AICPA)

REGISTERED OFFICE

Cricket Square, Hutchins Drive,
P.O. Box 2681, George Town,
Grand Cayman KY1-1111, Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Unit 603, 6th Floor, Grand City Plaza,
1-17 Sai Lau Kok Road, Tsuen Wan,
New Territories, Hong Kong

HITES

EXELE (£FE)
MRAEE A
REBSLE

FHITES

BRPER A (BIERE)
RICKS Michael Davidt 4

BMFYITES

RAEL
RAREZ LA
2IeE+
RRELE

BMEARRE

ok A&
2508 22 (HKICPA, AICPA)

SERETHED
250 {5 22 (HKICPA, AICPA)

AR SR

Cricket Square, Hutchins Drive,
P.O. Box 2681, George Town,
Grand Cayman KY1-1111, Cayman Islands

BRTEERBH

EE
FAREEBEEARK-179H
T E 5612603 F

Sunny Optical Technology (Group) Company Limited Z&2F Yt 2RE; (%2E) ARAF
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PRINCIPAL PLACE OF BUSINESS IN THE

PRC

Nos. 66-68, Shunyu Road
Yuyao, Zhejiang Province, PRC

CORPORATE WEBSITE
www.sunnyoptical.com

LEGAL ADVISERS

Troutman Sanders, Solicitors and International Lawyers

AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

COMPLIANCE ADVISER
BNP Paribas Capital (Asia Pacific) Limited

PRINCIPAL BANKERS

Agricultural Bank of China, Yuyao Sub-branch
Shanghai Pudong Development Bank, Ningbo Branch

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Fund Services (Cayman) Limited
Butterfield House, 68 Fort Street,

P.0O. Box 705, George Town,

Grand Cayman, Cayman Islands

PEIFTEER MR
PEDNTE

BRIk T 52 5 BK 66-685%

fag 3520
www.sunnyoptical.com
AR
REBREZAEB

% BL A

2E) » FAEFRT GETADTT
S

B R
EEEERE (TA) BRAT
FEERBIT

RERERTTHR T
EARRERRITERT

TEROBER
BEIXTRE

Butterfield Fund Services (Cayman) Limited
Butterfield House, 68 Fort Street,

P.0O. Box 705, George Town,

Grand Cayman, Cayman Islands
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Corporate Information

NEER

HONG KONG BRANCH SHARE
REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor,

Hopewell Centre, 183 Queen’s Road East,

Wanchai, Hong Kong

STOCK CODE
Stock Code: 2382
AUTHORISED REPRESENTATIVES

Mr. RICKS Michael David
Ms. LEE Suk Yee (HKICPA, AICPA)

EERSFERIRE

BEREPRBLEELERADR
BEBTERERNEBEFR183%R
B LTIE
1712-1716%

iR EACER
R Z= A5 : 2382
RERRE

RICKS Michael Davidst 4
Z= 55 22 (HKICPA, AICPA)

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2% (£8) BRA A
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Design and Production by : SNP Vite Limited website:www.snpvite.com
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