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Corporate Profile

AREN

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. Such products include 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). We focus 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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Condensed Consolidated
Financial Statements

AR S T B Rk

CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2009

BAGEEEKER

BE _FENFNA=1THILNEA

Six months ended 30 June

BEANA=THLAEA

2009 2008
—EEAEF —ET)N\F
NOTES RMB’000 RMB’000
B 5E AR®T T ARETTT
(unaudited) (unaudited)
(REEEX) (REEEZ)
Revenue WA 3 547,309 590,348
Cost of sales $H%E AN (439,245) (465,545)
Gross profit £ 7| 108,064 124,803
Other income and gain E AU A K & 4 16,658 17,022
Loss on deemed disposal of partial interest in a subsidiary
RIELEM B AR =R EE (3,615) =
Selling and distribution expenses $5% & % §5 £ F (13,558) (14,722)
Research and development expenditure #ff %% & (37,395) (23,933)
Administrative expenses 171 & A (40,122) (564,2995)
Finance costs gl & XA (673) -
Profit before taxation 7t Ai15 F 29,359 48,875
Income tax charge Fr{§#: sz 5 (9,245) (9,781)
Profit for the period B A4 A 6 20,114 39,094
Other comprehensive income H & E W A
Exchange differences arising on translation of foreign operations
BREBINEBAEENER Z58 (891) (736)
Fair value change on available-for-sale financial assets
AfEHESRMEENARELZS - 1,638
Income tax relating to components of other comprehensive income
BRAEMEEBRASDEIAEH - (603)
Other comprehensive income for the period (net of tax)
HAEMEEBA (BRER) (891) 299
Total comprehensive income for the period Hi A2 A A 4258 19,223 39,393
Profit for the period attributable to: fE{GHIAR %A :
Owners of the Company A2 &% E 23,407 39,090
Minority interests 8tk B A 25 (3,293) 4
20,114 39,094
Total comprehensive income attributable to: fE{h 2 U AEEE
Owners of the Company 2~ alf% & 22,704 39,389
Minority interests > #I% R iEZE (3,481) 4
19,223 39,393
Earnings per share — Basic (RMB cents) &% & F] — A& (AR¥ES) 7 2.34 3.91

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



CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
AT 30 JUNE 2009

fE B AR & B B AR 3R

R-FEENFNA=1H

30 June 31 December
2009 2008
—EENF —ZETNEF
AA=+R +Z-A=+—H
NOTES RMB’000 RMB’000
B aE AR®BTT AR¥EFTTT
(unaudited) (audited)
(REEZ) (18 &%)
NON-CURRENT ASSETS ##iB&E
Property, plant and equipment #1% -« #23 & 2518 9 475,754 496,579
Prepaid lease payments &1+ 4 19,511 19,762
Goodwill FE 12,168 12,168
Intangible asset & E 7,325 8,796
Deferred tax assets {EFERTH & E 270 1,432
Deposits for acquisition of property, plant and equipment
W%  BREREBZED 4,149 4,001
519,177 542,738
CURRENT ASSETS RE&E
Inventories 7 & 121,194 126,351
Trade and other receivables & 5 & H i fE I 7k 1B 10 278,495 257,606
Prepaid lease payments F& {7 & 502 502
Tax recoverable AJUg @57 18 153 2,246
Available-for-sale investments A i H &% & = 4,000
Financial assets designated as at fair value through profit or loss
BARBEFABRZSREE = 291,070
Pledged bank deposits & iR 17173 17,447 =
Bank balances and cash #R{T# 6 RIS 688,950 387,536
1,106,741 1,069,311
CURRENT LIABILITIES #iB & &
Trade and other payables & 5 & E fib & {5 5K 8 11 186,681 190,400
Amounts due to related parties FEfEEE A £ 50H 15(c) 4,410 8,015
Amount due to a minority shareholder of a subsidiary
JEAST B 8 A B A SRR FRIA 469 2,475
Derivative financial liabilities $74 ¢ Bl & & 2,160 -
Tax payable fEffF{IE 393 306
Bank borrowings $B1TEE 12 25,613 18,284
219,726 219,480
NET CURRENT ASSETS R&EEEFE 887,015 849,831
TOTAL ASSETS LESS CURRENT LIABILITIES 2 & ER B & & 1,406,192 1,392,569

Interim Report 2009 AR EFRE
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Condensed Consolidated IGLEEE S e e
Financial Statements

CONDENSED CONSOLIDATED STATEMENT fERGES B EMRRE (&)
OF FINANCIAL POSITION (Continued)
AT 30 JUNE 2009 R-EZFNHA=1H

30 June 31 December

2009 2008
—EBhEF —ZTENF
ANAB=+H +=-—A=+—H
NOTES RMB’000 RMB’000
b= AR¥T T ARBFIT
(unaudited) (audited)
(REEZ) (&%)
CAPITAL AND RESERVES & & K f# 5

Issued capital B 21T 13 97,520 97,5620
Reserves f#f& 954,756 938,369
Retained earnings & & & 7 293,147 306,830
Equity attributable to owners of the Company ZN72 &) % 5 fE 1 5 1,345,423 1,342,719
Minority interests 4> i% 5 7 zx 25,065 23,605
Total equity #4258 1,370,488 1,366,324

NON-CURRENT LIABILITIES 38 & &
Deferred tax liabilities #EiER{IE & & 8,654 7,996
Bank borrowings {7 & 12 26,273 17,226
Deferred income #EFEUT A 777 1,023
35,704 26,245
TOTAL EQUITY AND LIABILITIES #EHE R EEHEE 1,406,192 1,392,569

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



CONDENSED CONSOLIDATED STATEMENT fHEREZSESEEHR

OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2009

Br —EFNFNA=FHIFANEA

Attributable
Discretionary Investment to owners
Issued Share Special  Statutory surplus Other  revaluation  Translation Retained of the Minority
capital premium reserve reserves reserve reserves reserves reserves earnings  Company interests Total
il K& LY S8
BEARA  ROEE  RRRE  EERE  BHGE  EBBRE  EARE  AERE  REEA  RREE  RREs Eh
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR ARBTR ARETT ARETR ARBTR  ARETR ARETR  ARBTT  ARETT ARMTR ARETR
Balance at 1 January 2008 (audited)
RZESN\F-F-BREH (£3%) 97,520 685,810 166,931 31,008 916 63,004 3,188 - 249453 1,288,815 6280 1,205,045
Profit for the period Ejf & = S = = = = - - 39,090 39,090 4 39,004
Exchange difference arising from translation
of foreign operations
BERNERMEENELZE - - - - - - - (736) - (736) = (736)
Fair value change on available-for-sale
financial assets
AL ESRAEN AL ERD) - - - - - - 1,638 - - 1,638 - 1,638
Income tax relating to components of
other comprehensive income
EREH2ERABHRAEH - - - - - - (603) - - (603) - (603)
Total comprehensive income for the period
An2EGALE = = = = = = 1,036 (736) 39,090 39,389 4 39,393
Contribution from minority shareholders
URREE = = = - - - - - - - 945 945
Payment of dividends K&t & - - = = = = = = (21,000) (21,000 - (21,000)
Balance at 30 June 2008 (unaudited)
RIERNERA=TRNEH (REER) 97,520 685,810 156,931 31,008 916 63,994 4,008 (736) 267543 1,307,204 7179 1,314,383
Proftfor the period Eiia = = = = = - - - 39,267 30,287 (1809 37478
Exchange difference arising from translation
of foreign operations
BERNIBREENEL 2R = - = = = - - 451 - 451 - 451
Reclassffication adjustment for the
cumulative gain included in profit
or loss upon disposal of
available-for-sale financial assets
mEM e SRAER T AREY
RHHEERA R = = = = - - (4.223) - - (4.223) - (4.223)
Total comprehensive income for the period
BMEEHNNES - - - - - - (4,229) 451 39,287 35,515 (1,809) 33,706
Acquisition of a subsidlary EEHBAH = = = = = = = = = = 16,520 16,520
Disposal of partial interest in a subsidiary
HENEATBHER = = = = - - - - - - 1,246 1246
Contribution from minority shareholders
DURREE - - - - - - - - - - 469 469
Balance at 1 January 2009 (audited)
RZZENF-A-BNEH (K58) 97,620 685,810 166,931 31,003 916 63,994 - (285) 306830 1,342,719 23605 1,366,324
Profit for the period B /i - = = = = = = = 23,407 23,407 (3,293) 20,114
Exchange difference arising from translation
of foreign operations
BEGIEBAEENELZR = = - - - - - (703) - (708) (188) (891)
Total comprehensive income for the period
BREERAEE = = = - - - - (703) 23407 22,704 (3,481) 19,223
Contribution from minority shareholders
SEREEE = - - - = - - - - - 1,326 1326
Disposal of partial interest in a subsidiary
LENBATTHES = = - - - - - - - - 3615 3615
Appropriations 5 - - - - - 17,090 - - (17,090) - - -
Payment of dividends [E%t 2 = = = = - - - - (20,000) 20,000 - 20,000
Balance at 30 June 2009 (unaudited)
RIZENESA=TRNES (REER) 97,520 685,810 156,981 31,003 916 81,084 - (988) 293,147 1345423 25085 12370488
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Condensed Consolidated
Financial Statements

AR S T B R R

CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS
FOR THE SIX MONTHS ENDED 30 JUNE 2009

ERAGERERERK

BE_FENFNA=1THILNEA

Six months ended 30 June
BEAA=THLKEA

2009 2008
ZEBAF —ZEENF
NOTES RMB’000 RMB’000
ik ARBTT AREFTTT
(unaudited) (unaudited)
(RBER) (REEEZ)
NET CASH FROM OPERATING ACTIVITIES & EEI FTS IR & F 5 46,579 58,657
INVESTING ACTIVITIES & E 8
Additions to property, plant and equipment NE Y% - #23 K&ERE 9 (29,649) (101,334)
Increase in pledged bank deposits & 1 £8 1717 2L N (17,447) -
Proceeds on disposal of financial assets designated
as at fair value through profit and loss
HERAREF ARG 2 2 REEMSRIE 297,204 -
Proceeds on disposal of property, plant and equipment
HEME - WS RRIEBPFHIA 9 2,559 -
Proceeds on disposal of available-for-sale investments
HERAMH B EREMGIE 4,000 =
Proceeds on disposal of held-for-trading investments
HEREEBREMSIA - 12,868
Purchase of held-for-trading investments BEE#F1EE ERE = (7,442)
Other investing cash flows EiE &R &R E 3,878 5,631
NET CASH FROM (USED IN) INVESTING ACTIVITIES
REZTBRE (i) REFHE 260,545 (90,277)
FINANCING ACTIVITIES @& &S
New bank borrowings raised ¥i&iR17EE 12 37,691 =
Repayment of bank borrowings E&E1TEE 12 (22,229) =
Dividend paid E. % & (20,000) (21,000)
Other financing cash flows Hittgt IR &R E (680) 945
NET CASH USED IN FINANCING ACTIVITIES @& E B T3t H € 35 (5,218) (20,055)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
HeRELEEEFREEM CRL) F5E 301,906 (51,675)
CASH AND CASH EQUIVALENTS AT 1 JANUARY
R—A—HWEERESEHEER 387,536 543,689
Effect of foreign exchange rate changes [ = & &) 1) 57 £ (492) (466)
CASH AND CASH EQUIVALENTS AT 30 JUNE,
represented by bank balances and cash
RAB=1THENRERESEEER » IRTEKEIRS 688,950 491,548

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlE: (£8) BRA A



Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2009

ELEE
B RS IR AR AL

BE _TENFNA=1HIENEAR

BASIS OF PRESENTATION

The condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited and with Hong Kong Accounting Standard 34 (“HKAS
34”) Interim Financial Reporting.

SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared under the historical cost convention, except for
certain financial instruments that are measured at fair values.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2008.

In the current interim period, the Group has applied, for
the first time, a number of new and revised standards,
amendments and interpretations (“new or revised HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which are effective for the Group’s
financial year beginning on 1 January 2009.

HKAS 1 (Revised 2007) has introduced a number of
terminology changes, including revised titles for the
condensed consolidated financial statements, and has
resulted in a number of changes in presentation and
disclosure. HKFRS 8 is a disclosure Standard that requires
the identification of operating segments to be performed
on the same basis as financial information that is reported
internally for the purpose of allocating resources between
segments and assessing their performance. The predecessor
Standard, HKAS 14 Segment Reporting, required the
identification of two sets of segments (business and
geographical) using a risks and returns approach. In the
past, the Group’s primary reporting format was business
segments. The application of HKFRS 8 has not resulted
in a redesignation of the Group’s reportable segments as
compared with the primary reportable segments determined
in accordance with HKAS 14 (see note 3). The adoption of
the new and revised HKFRSs has had no material effect on
the reported results and financial position of the Group for
the current or prior accounting periods. Accordingly, no prior
period adjustment has been recognised.

L E A
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FIBRARES EMARAMEFIeNEES
st ERIZE345 ([F B &5 £ RIFE345 )
HARA IS IR RO R B ER AR E P AR
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R RR AR B B ISR T IR L A B R
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B 2 B R SR A0 AT R LR R
ARBBE-FFN\F+-A=t AL
FENEENBRRARAE -

RATHEE - AEREERXEAETLER
Mag ([FESMAE]) BHNEZEHE
HE] RAEBRT AR ~ Bk ([FR]k
RIETEEMBHREER]) - ZFER
—ETNE - A BRBENASEMEF
BERK -

FEREHENE1IR (T LFLER)
SIANZHARES (BRETEREEY
BRER BB YEHZR2ZI REES
ANEE - FEMBHELELFESHR T —”
REER - ZEXRRUBERBELEND
FEERMERBA N EETHALRENER
EMESEEDE - BEENFEGHE
Rl 51457 5 A5 2 £ Bl 2 Sk LA B 70 [E] 3%
TR PEMA D BEH RIE D ) - B
f AEENTERELABELIE -
MRRERTBGTERF14THEN
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SR EEFANEENRE D BBEHNETE
(REFEES) - MM BT B BN
BEEAHAKE AR BESHHED
BENKEIMBRNLBEBERNTE - B
it - BAMR AR -
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2009

B
RS ERAR L

Bz

—EENFNA=1THIENEA

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The Group has not early applied new and revised standards,
amendments or interpretations that have been issued but are
not yet effective. The adoption of HKFRS 3 (Revised 2008)
may affect the Group’s accounting for business combinations
for which the acquisition dates are on or after the beginning
of the first annual reporting period beginning on or after 1
July 2009. HKAS 27 (Revised 2008) will affect the accounting
treatment for changes in the Group’s ownership interest
in a subsidiary that do not result in loss of control of the
subsidiary. Changes in the Group’s ownership interest that
do not result in loss of control of the subsidiary will be
accounted for as equity transactions. The directors of the
Company anticipate that the application of other new and
revised standards, amendments or interpretations will have
no material impact on the results and the financial position of
the Group.

SEGMENT INFORMATION

The Group has adopted HKFRS 8 “Operating Segments”
with effect from 1 January 2009. HKFRS 8 requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the chief operating decision maker in order to allocate
resources to the segment and to assess its performance.
In contrast, the predecessor Standard (HKAS 14 “Segment
Reporting”) required an entity to identify two sets of segments
(ousiness and geographical), using a risks and returns
approach, with the entity’s “system of internal financial
reporting to key management personnel” serving only as the
starting point for the identification of such segments. In the
past, the Group’s primary reporting format was business
segments. The application of HKFRS 8 has not resulted
in a redesignation of the Group’s reportable segments as
compared with the primary reportable segments determined
in accordance with HKAS 14. Nor has the adoption of
HKFRS 8 changed the basis of measurement of segment
profit or loss.

2.

FTESFBX (H)

AEEYEREFRAZFCEMERRE
BMEVHTR] RAME TR - (B - K
MEBMBHRELEFINR (ZFTN\EFL
R AIRER BRBRAMAR ST NEL
A—Bgz&Rn 8 @AFEHREBHEA
MBS RFIRRZEBEH BT RE - &
BestERE27R (BT NFLEERD)
REERNEERKBAR A EEDE
B (T2 RAHMBARNZES) <&
FHERIE - TEEIIRAK LB R 7 RS
MAEE A EE D E B KRR Z5
B - ARAEFEARABEMI] REE
FIER - ERHRBEETIEHARE X
BRI BREARE -

7 EER

AEEERMBE _TTENF-A—HE
ERHBEBWEREENESR [LE5
BF) - BRMBRE LR FSHRBRIAAE
BHEREERRELRED BERD A
REXRBFE LAERERTRBLFIZA
MBEERDBREDFNERE - AR -
ERIAREL ( FE G ERF1457
[DEPRE] ) RIRSKER A [ &R #5
ERHIMTIEEREAEER] EERD
PnEn BRI ER - RARRAME KT
DHRMADE ( ZBEDBRBERDE ) -
BE ARENETEREVABET D
2o HERBEF B ERIE145RHEE R
EERENE  BRABRAMBHRELERE
8N EEH A RBHRE D MFEF I
o RMERBMBHRELESR T TS

B B S HBREE -
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SEGMENT INFORMATION (Continued) 3.

Segment information about these businesses is presented
below:

For the six months ended 30 June 2009

D EER (&)

BE-EEAFEAA=THLEAEAR

Optical Optoelectronic Optical
components products instruments Elimination ~ Consolidated
REBH XEEM KEER 3 )
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBT T ARBT T ARBT T ARBT T
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(RBERK) (RBERK) (REE%) (REEX) (RRER)
Revenue U A
External sales M &P $5 & 249,526 250,160 47,623 = 547,309
Inter-segment sales 2> 2R 4 & 31,579 857 50 (32,486) =
Total 42%8 281,105 251,017 47,673 (32,486) 547,309
Inter-segment sales are charged at prevailing market rates. 23 B E 4 &% H B AL ©
Result 3#4&
Segment profit (loss) 7 2F5a A (E518) 18,643 11,499 (982) = 29,160
Unallocated income and gain
RO BLWA Rz 8,393
Unallocated corporate expenses
RABEARIFEZ (3,906)
Loss on deemed disposal of partial interest in
a subsidiary
BIELEME QA D ERAEE (3,615)
Finance costs @& AX 2N (673)
Profit before taxation [ &% il % ) 29,359
Income tax charge FT45 %% 37 (9,245)
Profit for the period HA A5 7] 20,114

Interim Report 2009 AR EFRE
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Notes to the Condensed LR

Consolidated Financial Statements B SR R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2009

BE_TTNFNA=1HIEAH

3. SEGMENT INFORMATION (Continued) 3. &R (&)

For the six months ended 30 June 2008 (EZETN\FARA=THILERBEA
Optical  Optoelectronic Optical
components products instruments Elimination Consolidated
KRBT *EEM et H#3H e
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT AREFT
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REEER) (RiEER) (RiEER) (REEER) (REEER)
Revenue U A
External sales N EB3H & 268,014 254,755 67,579 = 590,348
Inter-segment sales 7 2B fE $5 & 38,177 784 152 (39,113) =
Total 4858 306,191 255,539 67,731 (39,113) 590,348
Inter-segment sales are charged at prevailing market rates. 23 2B &l $5 & 2 T B ABR °
Result #4&
Segment profit %3 3 £l 17,415 19,172 9,959 - 46,546
Unallocated income and gain
R BEUA KW as 10,096
Unallocated corporate expenses
RABLARIFZ (7,767)
Profit before taxation B £ Al i F 48,875
Income tax charge FT45 %1 37 (9,781)
Profit for the period 28 A4 | 39,094
Segment profit (loss) represents the profit earned or loss DELE A (EEB) 155 5 50T B E A= 7 3k
incurred by each segment without allocation of unallocated EENEE  RTRARDRA WA KRR
corporate income and expenses and finance costs. This is SHORERERR - ERHERSER
the measure reported to the Group’s Chief Executive Officer D EPRIBFL A MITEAAFH 2 WML ©

for the purposes of resources allocation and assessment of
segment performance.

Sunny Optical Technology (Group) Company Limited Z2F ¢ E2RlE: (£8) BRA A
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4,

OTHER INCOME AND GAIN 4. HW AR W=

Six months ended 30 June

BEANA=1THIXEAR

2009 2008
—ETAF ZET)N\F
RMB’000 RMB’000
AR®BTT ARETTT
(unaudited) (unaudited)

(REER) (REEZ)

Change in fair value of financial assets designated
as at fair value through profit and loss

BAREABRceREEL A BEE 6,134 -
Change in fair value of held-for-trading investments H{EE E&RE 2 AR EEE) - 5,426
Government grants BT B & 7,339 5,005
Bank interest income $R17HI 2. A 2,259 4,670
Mould income & B U A - 701
Net gain on sales of scrap materials $% EEEHF W 25 181 352
Others HAth 745 868
Total #8258 16,658 17,022

Interim Report 2009 AR EFRE
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Notes to the Condensed GLEEEES
Consolidated Financial Statements B 75 3R 3R Mt 5

FOR THE SIX MONTHS ENDED 30 JUNE 2009 BE—_ZTZNFNA=+HIE A
5. INCOME TAX CHARGE 5. Fi8HxH

Six months ended 30 June
BZEANA=1THILXEAR

2009 2008
—ETAE  —TI)\F
RMB’000 RMB’000
ARET T ARBTF T
(unaudited) (unaudited)

(REERK) (REFEZ)

Current tax: BIEAF{ 1A :
— The People’s Republic of China (the “PRC”) Enterprise Income Tax
calculated at the prevailing tax rates

- BRI ERGTE 2hEAREME ([FRRH]) BEMRER 6,274 6,363

Deferred tax: #EEFIA :

— Current period — 7~ #AfH 2,971 3,418

9,245 9,781
For the both periods of six months ended 30 June 2009 BEZZZNFANAZTHEZZZENF
and 30 June 2008, the relevant tax rates for the Group’s NAZTHENEAMESRE - AEEH
subsidiaries in the PRC ranged from 12.5% to 25%. BIM B A R MR EN TF12.5%%F25% °

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2%l (£8) BRA A
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6. PROFIT FOR THE PERIOD 6. HARER

Six months ended 30 June

BEAA=TRHILAER

2009 2008
—EEAF —ET)N\F
RMB’000 RMB’000
ARET T ARBTF T
(unaudited) (unaudited)

(REERK) (REZEZ)

Profit for the period has been arrived at after charging (crediting):

HraM e ks (FEA) THI&E :

Staff’s salaries and allowances 1€ 8 ¥ & & £8, 96,869 111,286
Staff’s contribution to retirement benefit scheme & B B K& F|5H S 4 = 9,294 9,729
Total staff costs & B KA 42%E 106,163 121,015
Auditor’s remuneration 4% 2k il B < 1,249 1,227
Depreciation of property, plant and equipment #% - #e2 MR EHITE 39,927 34,960
Release of prepaid lease payments F& {8 & # 5] 251 251
Amortisation of an intangible asset & & E# 54 1,471 -
Allowance for bad and doubtful debts 3% B B 752 3,338
Reversal of allowance for inventories 77 & # &5 #[al (5,862) (310)
Net foreign exchange losses JMNE E518 558 2,621 2,390
Net (gain) loss on disposal of property, plant and equipment

HEWZE - MR REEN (W) BEFE (443) 670

7. EARNINGS PER SHARE 7. BREF

The calculation of basic earnings per share for both periods 5% P 8 B R A = I B AN & T AR IR AR A A
is based on the profit for the period attributable to owners A% B8 P 1k B A i ) & B 31T IR 1 AN S35
of the Company and the weighted average number of £1,000,000,000/%5+ % -

1,000,000,000 shares in issue.

No diluted earnings per share is presented as the Company BARARARZMESRESSEE R E
did not have any potential dilutive shares in issue during both EEITEEEERD - M EESFRE
periods or at each of the balance sheet dates. SEEA o

Interim Report 2009 AR EFRE
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2009

BE RS
IR IR AR L

BE _—TTNFNA=1"HIEAH

8. DIVIDENDS

[ 8=)

Six months ended 30 June
BZEANA=1THILXEAR

2009 2008
—ETAE  —TI)\F
RMB’000 RMB’000
ARET T AREBTF T
(unaudited) (unaudited)

(REEK) (REFEZ)

2008 Final dividend paid: RMB2 cents (2007: RMB2.1 cents)
per share

ENZEENERERKRE - FRARK2S
(ZZ2T+F : GRARKE215)

20,000 21,000

The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2009 (2008: nil).

9. PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately RMB27
million (the corresponding period of 2008: RMB97 million) on
purchasing its manufacturing equipments and construction
of a manufacturing plant in Korea, in order to upgrade its
manufacturing capabilities.

In addition, the Group disposed of certain of its plant and
equipment with a carrying amount of approximately RMB8
million (the corresponding period of 2008: Nil).

EEEBa MTRBEEEZE_TTENFA A=
TEEREANFHRE (ZTTNE:
') -

RER - AEBATIRALERN BE
FEXERCEEEEEERENARE
27,000,000 (ZEENFREA : AR
97,000,0007T) °

WA REEHMEEEEOARY
8,000,0007C (=T NFRH : £) WE
TR R -

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) ARA A
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10. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period of 90 days to its
trade customers. The following is an aged analysis of trade

10. ES R EMEWFIE

ZN-EE

BB FIH0RMEMRE

UTREHRE B HNE S RUKIERERE

and bill receivables at the reporting dates: BHRREC DT -
30 June 31 December
2009 2008
—EEAEF —EENF
ARA=+H +t=-—H=+—H
RMB’000 RMB’000
ARET T AREET T
(unaudited) (audited)
(RBERZ) (& 5E%)
Trade receivables & 5 &z I8
Within 90 days 90 AN 183,432 165,830
91 to 180 days 91 £180K 11,564 12,220
Over 180 days 180K = 804 915
195,800 178,965
Bill receivables &Y Z#
Within 90 days 90X A 37,458 42,155
91 to 180 days 91 £ 180K 8,772 3,285
46,230 45,440
Other receivables £ 1t & U 7518 36,465 33,201
278,495 257,606

Interim Report 2009 AR Ei#R &
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Notes to the Condensed

Consolidated Financial Statements

FOR THE SIX MONTHS ENDED 30 JUNE 2009

BE RS
IR IR AR L

BE _—TTNFNA=1"HIEAH

11.

12.

TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables at the
balance sheet dates and the credit period taken for the trade

BEZ N EMEMNFRIE

AT RREEEREZRNFKENRED
i REEZE 5 RE - RERHMIORA

purchases is typically within 90 days. H{EEH o
30 June 31 December
2009 2008
—EENE —TENF
ANA=+H +=—A=+—H
RMB’000 RMB’000
AR®T T AREET T
(unaudited) (audited)
(REER) (BEZ)
Trade payables & 5 FEf 718
Within 90 days 90A A 122,334 112,409
91 to 180 days 91 £ 180K 10,260 6,374
Over 180 days 180K A E 983 1,056
133,577 119,839
Payables for purchase of property, plant and equipment
EEME M RREENRIE 2,003 5,137
Accrued staff costs FE:HE & Bk &K 24,791 41,685
Advance from customers & P F& 1 78 5,900 6,896
Value added tax payables and other tax payables
FEAT I (E T K L Ath FE S 7 IE 7,580 7,190
Accrued expenses fE=T £ 6,212 6,573
Others Efih 6,618 3,080
53,104 70,561
186,681 190,400
BANK BORROWINGS 12. RITEBE

During the period, the Group obtained new bank borrowings
in the amount of approximately RMB37,691,000 (the
corresponding period of 2008: Nil). The proceeds were used
to meet short-term expenditure needs. Repayment of bank
borrowings amounting to approximately RMB22,229,000 (the
corresponding period of 2008: Nil) were made in line with the
relevant repayment terms.

RERA - AEBESFTNRITIEXRNHAR
#37,691,0007C (ZZEZENFRHEY : &) o
ZEEFRAERNEHASIHME - ~5E
EEERITEENARKE22229,0007T
—EZNFRHY &) FEEHEERK

e
A °

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) ARA A
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13. ISSUED CAPITAL 13. EBITRA
Number
of shares Amount Equivalent to
R4 & EE HER
HK$’000 RMB’000

TET ARETTT

Authorised: JA5E :
Ordinary shares of HK$0.1 each as of 1 January 2008,
31 December 2008, 1 January 2009 and
30 June 2009
RBENF—A—BEK-_ZZEN\F+_A=+—8 "
—ETNF—A—HERZETEAFAA=1H
BREEO.VETTH T AR 100,000,000,000 10,000,000

Issued & fully paid: B 217 &R :
Ordinary shares of HK$0.1 each as of 1 January 2008,
31 December 2008, 1 January 2009 and
30 June 2009
RZEBZENF—A—HBHER_ZEZENF+_A=+—§8 "
—ETNEFE-RA—BEZETAFSA=TH

FIREEO. 1B T T @R 1,000,000,000 100,000 97,520
14. CAPITAL COMMITMENTS 14. EREFH
30 June 31 December
2009 2008
—EENF —ET)N\F
AA=+H +t—HA=+—H
RMB’000 RMB’000
ARBTT AR¥ETTT
(unaudited) (audited)
(REEX) (18 &=%)
Capital expenditure in respect of acquisition of property, plant and
equipment contracted for but not provided in the condensed
consolidated financial statements
BEETHERNEREE B REBEEHENREYE  BEXRENELRFX 13,015 22,858

Interim Report 2009 AR EFRE



18

Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2009

% HE IIV_\ é

IR IR AR L

BE _—TTNFNA=1"HIEAH

15. RELATED PARTY DISCLOSURES

(a)

Names and relationships with related parties during

the periods are as follows:

15. BERFINE

HIMRRE T Al R REE T 2 R
LN

Name Principal activities Relationship

£ TEEHK %

Sunny Group Limited (“Sunny Group”) Investment holding A substantial shareholder of the Company
RTEEERAA ([RTFEE]) REER ARANEERR

Ningbo Sunny Electronic Limited
(“Ningbo SST”)

BRRTETARAT
((EEAETET])

Shanghai Shuangquan Scientific
Instruments Company Limited
(“Shuangquan”)

LREEANSERERAR ((€E])

Yuyao City Jiahua Optoelectronic
Components Factory (“Jiahua”)
BRIk EE S B R ([ ])

Yuyao City Urban Fanxing Electrical

Appliance Factory (“Fanxing”)
Erok T S B AR ([ 858 )

Yuyao City Xingbang Optoelectronic

Instruments Company Limited
(“Xingbang’”)

BB LEREERAR ([EF])

Yuyao City Xingli Optics
Instruments Factory (“Xingli”)

SR BV ([#])

EREFEMER AR
(“Sunny Machinery”)
([52FHeMm])

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

LERTERAERMERAR
([BExE])

Manufacture and sale
of telescopes and riflescopes
HEREEEREG RHESR

Distribution and sales
of scientific instruments
85 R SHE R 2R

Manufacture and sale of parts
for optical instruments

LB RHE KB ER T

Manufacture and sale

of hardware and

plastic components
HERHETERBBZH

Manufacture and sale of parts
for optical instruments

EEREELBERDIT

Manufacture and sale of parts
for optical instruments

EERHELSERIDI

Manufacture and sale of
telescopes and riflescopes
FERHERRG MEESR

Distribution and sale
of scientific instruments

DM E R SRR

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

Beneficial interest held by a
family member of the minority shareholder
of a group’s subsidiary
SEMBRRERRZBRERERNAT

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

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

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

ARREEREBRERBAZHNAA

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

AAREEERERERBAEHN DA

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

Company controlled by Sunny Group
EFEEAEG AR

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2R, (£8) ARA A
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15. RELATED PARTY DISCLOSURES
(Continued)

(b) Transactions with related parties:

(o)

15. BELFINE (&)

HEENZR P -

Six months ended 30 June

BEAA=TRHILAER

2009 2008
—EENE —ET)N\F
RMB’000 RMB’000
AR¥ET T ARETTT
(unaudited) (unaudited)
(REER) (RE&EZ)
Sales of goods (Note 1) $§&EE M (MzE1)
Ningbo SST ZE#3#FHE 1,158 1,688
Shuangquan £ [& 328 837
Xingbang 3 69 179
3S Hi-Tech /H& & 1 =
Xingli #2537 2 -
1,558 2,704
Purchase of raw materials (Note 1) B E R4 % (FisE1)
Ningbo SST Z)F 5 F&E T 2,843 6,255
Xingbang ¥ 955 1,769
Sunny Machinery &5 HH 813 1,460
Xingli #8237 412 524
Fanxing # 104 277
Jiahua £ - 28
5,127 10,313
Property rental expenses (Note 2) ¥ ##HE & H (HF2)
- Sunny Group - 3#F%E 1,894 1,261
Notes: B3 -
() The transactions were entered into in accordance (1) REXGREBEHEBALHBEDN
with the terms agreed by the relevant parties. IRFGETT ©

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

) MERSHE HREBRAL

17 XE B0 8RR URER

Interim Report 2009 AR EFRE
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2009

BE RS
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15. RELATED PARTY DISCLOSURES
(Continued)

At each reporting date, the Group has the following

(©

significant balances with related parties:

15. BEFHE (&)

()
REERIAT

RERER  AKERBETNE
+

30 June 31 December

2009 2008

—EENF —TENF

AA=tH +—H=+—H

RMB’000 RMB’000

AR¥T T ARBTIT

(unaudited) (audited)

(REER) (JeEZ)

Current liabilities: BN B (& :
Amounts due to related parties fE1FEiE 7 1A

Ningbo SST # )3 F%E 2,717 5,715
Xingbang E3H 782 1,457
Sunny Machinery & H#H; 287 183
Xingli 8237 428 511
Fanxing #i 97 112
Sunny Group %55 & 99* 17*
Jiahua {£# - 20
4,410 8,015

Other than those amounts denoted with asterisk “*’
which are of non-trade nature, the other amounts are
of trade nature. The amounts are unsecured, interest
free and repayable on demand.

B EXAT B RZBERIEES

HEE ) -
ZECHARER
KIS -

HMBEOREZ Y -

CRENRARE

Sunny Optical Technology (Group) Company Limited Z2F ¢ 2% (£8) BRA A
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15. RELATED PARTY DISCLOSURES
(Continued)

(d) Compensation of key management personnel

15. BELFINE (&)

d EEZEEAESHMH

Six months ended 30 June

BEANA=THLLAEA

2009 2008

—BBAE —TT)\H

RMB’000 RMB’000

AR¥ET T ARETTT

(unaudited) (unaudited)

(REER) (RE&EZ)

Short-term benefits 52 251 F 4,904 3,360
Post-employment benefits %1% 13 7 383 123
5,287 3,483

The increase in compensation of key management
personnel compared with the six months ended 30
June 2008 was due to the increase in the number
of subsidiaries and related management members
within the Group which resulted in the increase of
approximately RMB2,396,000 during the period.

16. SUBSEQUENT EVENT

There have been no material events subsequent to period
end which require adjustment or disclosure in the interim
report.

FEEBAEFTHERBZE_ZZT
NEXNA=Z+BHIEARNBEAERTE
R DEEZHRBRMNERGZE
NMEBANHEBEEEASLIN - BE
%7 B 3% hn 49 A R #2,396,0007T FfT
@(o

16. #E =18

RAHEE  WRAFTEHARPHREE
HABINEPRECEEEREL

Interim Report 2009 AR Ei#R &
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Management Discussion and Analysis

BUSINESS OVERVIEW

Sunny Optical conducts operations in a vertically-integrated manner,
and is a leading integrated manufacturer of optical components
and optoelectronic products in China. The Group is principally
engaged in the design, R&D, manufacturing and sales of optical
and optical-related products. The three business scopes include
optical components (such as glass or plastic lenses, plates, prisms,
handset lens sets, digital camera lens sets, scanner lens sets and
security surveillance lens sets), optoelectronic products (such
as handset camera modules and other optoelectronic modules
including industrial endoscopes and security surveillance modules)
and optical instruments (such as microscopic instruments, surveying
instruments and analytical instruments). Our products involve a
combination of optical, electronic and mechanical technologies.

BUSINESS REVIEW

In the first half of 2009, the global economy remained weak as
did the Company’s end market. According to Internet Data Center
statistics, the number of worldwide handset shipments recorded a
decline of 17.2% in the first quarter compared with the same period
of last year, and a corresponding decrease of 10.8% in the second
quarter. The demand in the digital camera market also dropped
substantially, which adversely affected the upstream industries such
as optical components and optoelectronic products industries.
The industry structure thereby changed - orders concentrated
into certain manufacturers with core competitiveness. During the
past half year, the Group has coordinated the clients’ competition
strategies to confront the hard time and made contribution
for clients to obtain favorable competitive position. Despite of
the relatively minor drop in sales during the period, the Group
has forged a favourable position in the industry and laid solid
foundations for good future development.

EBEIT

HFNRBUEEEASALE  RPEALNK
ERBTHRATERRED - AKEETERE
Rt E LEMMHEXBRERBER
“REBREREASTH (BREERERE
FFEER BERTHRIESE BHHEEE
SR RIEEERTE  RMHEERBESER)  AEE
m (BEFEAKEE TENRE  HEE
FNERA) LB ES (BREMES  IEE
BRI ERE)  ARBNEREABELE
ETREBRERMER -

£ e

TETAFLHF RREEREREEL &
Begmmis RNl - BEBABIERT LR
it 2RFREEEE -FERLTRE17.2%
E_FERILLTME10.8% - BISHEET 5 H Kb
HRPABRTE - ERLBEABEHRAETERR
EXXINAETE EMEEXRRBLRAEE
E—rIEZKRAIVBEBEFROES HBME
S BEFF AEEREGEEATFPABRFR
B AHAREBARMENY  AEFENERE
MEFBEME T —EER - #AXRNKERHA

HEBRHEHEEM TN EAKREETEANCRE
REBFWTERL - RRKBEERETE R
AR -

Sunny Optical Technology (Group) Company Limited Z2F ¢ 28 (£8) BRA A
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Against the adverse operating environment, the Group implemented
a number of measures to increase income and reduce expenditures
during the period, including aggressive expansion of customer base
and tightening internal cost control, with an aim to maintain its
profitability at certain level and ensure a stable and healthy growth in
the long run. More efforts were made in conducting market research
and exploring new applications of optical products while the Group
strived to strengthen and enhance its capabilities in R&D and “lean
production”, so as to confront the challenges brought about by
rapidly changing market environment.

During the period, our newly established or acquired subsidiaries
operated well. The Group’s Korean subsidiary — Power Optics Co.,
Ltd. began generating profits, while its newly developed 2-light-
emitting-dioded (“LED”) light module commenced batch delivery to
Samsung. Two types of micro-projectors are awarded “National-
Supported Development Cases”, the R&D of which is in full swing.
Ningbo Sunny Automotive Optech Co., Ltd. started generating profit
contribution. Ningbo Sunny Infrared Technologies Company Ltd.
increased its sales gradually and likely to make profits in the second
half of the year. All these companies have good follow-up orders
trend. Jiang Su Sunny Medical Instruments Co., Ltd. completed the
development of medical endoscopes and entered into the process of
medical license application and clinical validation. Sunny Instruments
Singapore PTE. Ltd. completed the research and development of 3D
optical vision measuring instruments, microscopic interferometers
and began the relevant sales.

The Group’s other important R&D projects made progress smoothly:
three products under Glass Molding Press (“GMP”) projects entered
into small batch production process, while Chip-on-board (“COB”)
processing achieved mature mass production process. Certain types
of security surveillance cameras accomplished their development
process. The Group established its Security Surveillance Business
Unit to promote the marketing of security products; time-of-
flight mass spectrometer and quadrupole mass spectrometer also
completed their research process.

The Group’s three business segments — optical components,
optoelectronic products and optical instruments also made upgrade
for their respective current products. These R&D activities reinforced
our technical leading position in the original products in the industry.

HHRERBENTME - ARERHABREENT
ZIAFREDRIE I - RERAATIR - IR AR
REE  LRF—EZMKE - BRERBRE
RERRER - RRMERTIHHRE - HRIAL
BEMEREL  BHEBRBERAKEMNHE
K [HmAE] ) - AEEMSREZB P
HIOREVPREL -

HiR > AEBFRIIWBOMNBELATEZBE
Rif - ARENBENBLAT - NEXBEER
NRAFBELRN  HFRENER L _HE
(TLEDD) P EACHEM=E2H/HELE : &
MR HIBE [RRHRAEEE] X2E
RAMETHE: BRATEHALERMER QA
R ELRNER  BRATAIKMARAA
MHEDLE SR BETYFRREA 5L
NRREFTESLEBS - IHRTEREMAR
NEAEEXRBREARRNFME  EABRETAH
BREBAREEE  #ATFESFMEERIFE
TRZEFEREENMBMT S EONE - W5
REELSHE °

AEBAMEEVERRBERIEN - KEIEKE
BEERECA=ZHEREANMIEERER £k
mpr (ICOB)) TZEEARPANEERR &
EZRECAZHHETE  URITHEER
BB ADNR BT EE B T A5 1 R ¢ ARTT B R E R
BERUBRERECDHE TR -

AEBN=ZAEXBKHM—AEZTH  LEEM
Ei B & amRAERET T TR
%o EEMBRERTRAEMERITEP ORI
BIEHAL
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Management Discussion and Analysis

OPTICAL COMPONENTS

Owing to the weakness of the handset and digital camera markets,
the revenue of optical components decreased and contributed the
sales income of approximately RMB249.5 million, representing a
decrease of 6.9% compared with the corresponding period of last
year. This business division accounted for approximately 45.6% of
the Group’s revenue compared with 45.4% in the corresponding
period of last year. However, the product mix of this business
division changed significantly. Demand for small and medium sized
spheric lenses was surpassed by medium and large ones, most of
which applied in digital single-lens reflex cameras; the percentage
of handset lens sets with 1.3-megapixel-resolution or above has
increased to 37.9% in the first half of the year. Some of our major
customers, such as Panasonic, Nikon and Samsung increased
their procurements. Lean production was fully implemented in this
business division. The results were remarkable and made important
contribution to the profit margin improvement.

During the period, the Group put more efforts in upgrading existing
optical components, as a result, the 2-, 3- and 5-mega pixel
resolution camera lens sets with auto-focus function commonly
used in handsets and laptops were successfully developed. Optical
components business started to research and develop 8-mega
pixel zoom lens for handsets use. During the period, the Group also
made a great breakthrough in the engineering modification of its
automatic grouping assembly process, which was applied to mass
production of some of our products.

OPTOELECTRONIC PRODUCTS

Owing to the decrease in demand from the market and declined
average selling prices of handsets, the sales revenue from
optoelectronic products for the six months ended 30 June 2009
amounted to approximately RMB250.2 million, representing a
decrease of 1.8% over the corresponding period of last year.
This business division accounted for approximately 45.7% of
the Group’s revenue compared with 43.2% in the corresponding
period of last year. The product mix of this business division had
encouraging changes in the first half of the year. Products with
1.3-mega pixel resolution or above accounted for 30.1% among
all. Currently, products with high resolution are mainly adopted by
the PRC branded customers. This business division is focused on
developing the business with international renowned brands, and
has succeeded to be one of the suppliers of Sharp.

H%

224

REFEHRHEBEBRTEERNTZE 2
THEENRARD  HEBRADRARE
249,500,0007T * ¥ X 4 & B 26.9% © It %
BIEAEBMORAL B45.6%  MAEEF R
1545.4% - BER - ZFEXENEMBEBREET AN
o REEHEHRROF/NIREEZE B F
ABNEAE  BZHARBBEREK  FHE
EMI0EG RN LERELEREFF AR

37.9%  REMNEBEERFPMNT  EF - ZEF
WINATHHEHBERNREE  ZFTX2HEEE

BamAEEY S ARM  ELHEMNERREEDT
BEER -

REBRA - AEBENERE BT EAFH T AR
o DRIFRETEARFHRELAERAN200
BRE 308K EN00EEEZFEEHEE
WEERIRIEIRTE - X BT HFECHKRE8008
BEBBEEFRBEBETHE  AERE TN
NETEBSETHEHRTENERR @ RISEARR
B EMEEE ALAR TERINETEE -

M = 1
=== Su]u|

HRFEMISHERTRERFHEE TR  HE=
ZZNFARAA=ZTHLEAEARHE AEERE
&R 38 & WA B A R#250,200,0007T @ 8%
FRBATE1.8% WEBEARAEENRADR
45.7% - MAEEFRIEAIE43.2% - ZEEE M
EER LY FERETESEE 1308 EBE
EmhE301% - BRELSBREERETEER
RPREMBEER  ZEXEMZEEERRESFH
W BRICAEERARKMEMHRSE -
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During the period, our optoelectronic products division successfully
developed the “Reflow” handset camera modules and the 5-mega-
pixel-resolution compact camera modules with 3x auto-focus
function, while the extended-depth-of-field (“EDOF”) handset camera
modules and the 5-mega-pixel handset camera modules with
auto-focus function designed with COB technology started batch
production, thus further expanding our product range.

OPTICAL INSTRUMENTS

Affected by the drop in demand from overseas markets, the revenue
of our optical instruments business declined in the first half of
2009 to approximately RMB47.6 million,
of 29.5% over the corresponding period of last year. This business

representing a decrease

accounted for approximately 8.7% of the Group’s revenue compared
with 11.4% in the previous year.

During the period, the Group has completed the R&D of various
middle to high-end optical instruments, including drugs detectors,
time-of-flight mass spectrometers, quadrupole mass spectrometers,
3D optical vision measuring machines and microscopic
interferometers, and certain of these products were under initial

small lot production.
PRODUCTION

As of 30 June 2009, the Group produces its products in our four
production bases in Yuyao of Zhejiang province, Zhongshan of
Guangdong province, Shanghai and Tianjin respectively. A newly
established Tianjin base aims to provide better services to clients
in Bohai Rim Area (including Samsung). These production bases
cover the regions clustered with optoelectronic products end-
manufacturers in the Yangtze River Delta, the Pearl River Delta and

the Bohai Rim Region.

REA - REBAEERSEXNDAE [TRE
IR FHEBMABRAKRSOBGEIGADUHEESR
EREAREMAE - MiERER ([EDOF)) FH#ERHH
B - uamlﬁﬁgﬁﬂ+mam%@%§@
WEFHBAEBAMBHELE  E—FEBRE
EMEMES -

KB %S

HRZEBIITISERTHRAOTE  HEameE
B _ZEZNFLFFHEHERARK  ZE405
AR #47,600,0007T & 8 2 F [B Hi £ {£29.5% o

I EBEIMAEBRWAL A8 7% MEEFRE
BI{511.4% o

REIR - REBTK S @RRE « RI7HEE
# - WRRERE . —HEFRAEE  BMTS
EEPTEmAEESENTE  BBNERFRE

NN EPRRER -

RZZBEZNFARNA=Z1TH AEENERFEH
ﬁj\}DJHiEAEF' BT & erpk - REIERE I

EEmERETMEBEEERDEE - TR
IW?&E%W B EHMRERE =E2EANRR
HERFEHNEF  GLEEEMEBEETPRR=
B R=ZAKRDEHREXNTERRmBERS
B it o
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Management Discussion and Analysis EE[Es1im R 047

FINANCIAL REVIEW
Revenue

The Group’s revenue for the six months period ended 30 June 2009
was approximately RMB547.3 million, representing a decrease of
approximately 7.3% or approximately RMB43.0 million compared
with the corresponding period of the previous year. The decrease
was mainly due to the downward pressure on the average selling
prices of the Group’s products brought about by worldwide
persistent sluggish demand, a drop in prices of consumer electronic
products and strategic pricing to certain important customers.

Revenue generated from optical components business decreased by
approximately 6.9% to approximately RMB249.5 million compared
with the corresponding period of the previous year. The decline in
revenue was mainly attributable to the persistent sluggish demand in
the consumer electronic products market, and several new products
could not contribute any revenue until the second half of the year.
Revenue generated from optoelectronic business decreased by
approximately 1.8% to approximately RMB250.2 million compared
with the corresponding period of the previous year. The decline
was mainly attributable to the decrease in the average selling
prices and the shipment of handset camera modules caused by the
weak demand and declining market prices of domestic handsets.
Revenue generated from optical instruments business decreased by
approximately 29.5% to approximately RMB47.6 million compared
with the corresponding period of the previous year. The decrease
was a result of the decline in demand from American and European
customers.

Gross profit and margin

During the period under review, the Group’s gross profit was
approximately RMB108.1 million, a decrease of approximately
13.4% compared to the corresponding period last year and the
gross margin was approximately 19.7%. The decrease was mainly
due to inadequate capacity utilization and the decrease in the
average selling prices of products under market pressure. However,
the profit margin of optical components business increased by 4.6
percentage points, mainly due to the improvement in product mix
and the progress in lean production.

Bt %5 12l R
A

HE_ZTTAFA=ZTAHLNEAHM A&
B H U A K B A R #547,300,0007C © Bk FH
HALE 80 D #97.3% 5k 40 & A R #43,000,0007T °
THREIZEETHREHEEANEFTEEERTRE
BTRREERTR  URARHRELEEEFK
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Selling and distribution expenses

Selling and distribution expenses, which represented approximately
2.5% of the Group’s revenue during the period under review,
decreased by approximately 7.9% or approximately RMB1.2 million
to approximately RMB13.6 million during the period under review.
The decrease was primarily due to the stringent control on various
sales expenses.

R&D expenditure

R&D expenditure, which represented approximately 6.8% of the
Group’s revenue during the period under review, increased from
approximately RMB23.9 million for the six months ended 30 June
2008 to approximately RMB37.4 million for the corresponding period
in 2009. The increase was due to the continuous investment in
research and development activities and projects, including security
surveillance systems, aspheric glass lenses, infrared products, mid-
high end new optical instruments and upgrading original product
categories.

Administrative expenses

Administrative expenses, which represented approximately 7.3% of
the Group’s revenue during the period under review, decreased from
approximately RMB54.3 million during the six months ended 30
June 2008 to approximately RMB40.1 million for the corresponding
period in 2009, representing a decrease of 26.1%. The decrease
was mainly attributable to the reduction in the management’s
remuneration and the stringent control on various administrative
expenses.

Income tax charge

Income tax charge decreased from approximately RMB9.8 million
for the six months ended 30 June 2008 to approximately RMB9.2
million for the corresponding period in 2009. The effective tax rate
for the Group in the period under review was approximately 31.5%.
The increase in the effective tax rate was mainly due to the losses
contributed by the newly established or acquired subsidiaries,
thus reduced profit before taxation. On the other hand, Sunny
Zhongshan Optics Co., Ltd. has started its “60% tax relief period”.
In order to keep the effective tax rate steady, the Company has
made applications of hi-tech enterprises for several subsidiaries.
Income tax for hi-tech enterprises is 15% according to the national
policy. As at the date of this report, the Group has obtained hi-tech
enterprise approvals for four of its subsidiaries.
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Tax rates attributable to the Group’s subsidiaries in the PRC are
shown as follows:

TRETAEEESHENERRNERRE

2008 2009 2010
—TTN\F  ZFTNF ZFT-TF
#Zhejiang Sunny Optics Co., Ltd. (“Sunny Optics”)
SIS FHBERAR ([RFHIKE]) 12.5% 12.5% 25.0%
*Ningbo Sunny Instruments Co., Ltd. (“Sunny Instruments”)
“BREFESIERAR ([FFFESE] 12.5% 12.5% 15.0%
*Sunny Optics (Zhongshan) Co., Ltd.
(“Sunny Zhongshan Optics”)
FEFXRZ (P BRAA (TRFHILKE] - 12.5% 12.5%
*Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”)
"EREFHREERARQA ([ZFAE]) 12.5% 12.5% 12.5%
Ningbo Sunny Infrared Technologies Company Ltd.
(“Sunny Infrared”)
BRGFTALIMIMAR AR ([FFAINEE]) 25.0% 25.0% 25.0%
Nanjing Sunny Optical Instruments Co., Ltd.
(“Nanjing Instruments”)
MARAETAPESFAERAR ([ERE:S]) 25.0% 25.0% 25.0%
*Shanghai Sunny Hengping Scientific Instrument Co., Ltd.
(“Sunny Hengping”)
*PERTEINMEBESERAR ([HFEFESED 15.0% 15.0% 15.0%
Ningbo Sunny Automotive Optech Co., Ltd.
(“Sunny Automotive Optech”)
ERRTEHAERMARAE ([RTEHEL ] 25.0% 25.0% 25.0%
Jiang Su Sunny Medical Instruments Co., Ltd.
(“Sunny Medical”)
TERTFEESMARAR ([RFIIHEBE]) 25.0% 25.0% 25.0%
Sunny Optical (Tianjin) Co., Ltd. (“Sunny Tianjin”)
FRREBEE (RXF2) BRAF ([5#RKXE]) - 25.0% 25.0%
*  Companies recognized as hi-tech enterprise and obtained the approvals HFEEBERBA - AERERA A= RlE
before the balance sheet date. EHBLE -

# Application for a hi-tech enterprise status in progress on the report
date.

EHER AR ASHRMEREERFE

A oo
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Profit for the period and margin

During the period under review, profit of the Group was
approximately RMB20.1 million as compared to approximately
RMB39.1 million for the corresponding period in 2008. The
decrease in net profit was mainly due to the decrease in revenue
and increase in research and development expenses, as well as
non-operating factors such as amortization of patents arising
from the newly acquisition of Power Optical Co., Ltd., a Korean
subsidiary, amounted to approximately RMB1.5 million, deemed loss
amounted to approximately RMB3.6 million from additional shares
issued to the minority shareholders of Sunny Instruments Singapore
PTE Ltd. and the income tax of Sunny Zhongshan Optics Co., Ltd.
increased by approximately RMB2.8 million. The net profit margin
was approximately 3.7%.

Profit attributable to the equity holders of the Company

Profit attributable to the equity holders of the Company amounted
to approximately RMB23.4 million, representing a decrease
of approximately RMB15.7 million or approximately 40.1% as
compared to approximately RMB39.1 million in the corresponding
period last year.

Interim dividends

For the year ended 31 December 2008, the dividend proposed by
the Company to the equity holders of the Company was RMB0.020
(equivalent to approximately HK$0.022) per share, with payout ratio
approximately 26.1% of the Group’s net profit for the year, and was
paid in May 2009.

For the six months ended 30 June 2009, the Group has resolved
not to declare any interim dividend (the corresponding period of
2008: nil).
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LIQUIDITY AND FINANCIAL RESOURCES
Cash Flows

The table below summaries the Group’s cash flows for the six
months ended 30 June 2008 and 30 June 2009:

RENE & R BORIR

TR AEERBE-TE\EXA=TER
—EEAFAASTALEAEASEORE RS
BE

Six months ended 30 June

BEANA=tHLAEA

2009 2008

—EEhE ZETNF

RMB million RMB million

AREEERT ARBEET

Net cash from operating activities & & /E B FT15IR & F 58 46.6 58.7
Net cash from (used in) investing activities ¥ & EEN TS (FTA) L %58 260.5 (90.3)
Net cash used in financing activities Bt & /AN FTHIE & F 5 (5.2) (20.1)

The Group, being a self-sufficient company, derives its working
capital mainly from net cash generated from operating and investing
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 (“Global Offering”) in 2007 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 increase in cash and cash equivalents of
approximately RMB301.9 million for the six months ended 30 June
2009.

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 reduce its currency risks.

Capital Expenditure

For the six months ended 30 June 2009, capital expenditure of
the Group amounted to approximately RMB29.6 million, mainly for
the purchase of property, plant and equipment and other tangible
assets. All of the capital expenditure was financed by internal
resources.

AEEBHKRBERE 2EETBREKLERRE
EBAFSERE  EREHAEESKBLLERE
PHEHRSFRMN _ETLFARERNES
HREE ([RREE ) AFFRFHEENE RN
LEESPHEMEARXEFEL - REME » &%
Ee ALK ERMIRRSARBINERE X
RITEE (WEFR) IEEERKE -

AEBRBE_ZZNFAAA=THILEAREA
HHEGCHENASFEEFRABRODARE
301,900,0007T °

AEBAMBHEREEABEZRETIS - AR
BRERTSEEBEREBER  KAERXPUETH
HApsEETE - R EIRR  AKRECRILE
THNER 5 T ALK E ¥ &R -

BRI

HE-_ZTAFA=ZTAHLEANEABRE A&
EME A48 AREK29,600,0007T © & ZAFH
XFEAEEEME EBERZBENEMERE
E o FTBEEARZHRBERABEIR
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CAPITAL STRUCTURE
Indebtedness
Borrowings

Bank loans of the Group as of 30 June 2009 amounted to
approximately RMB51.9 million (2008: 0), of which approximately
RMB16.0 million were secured bank loans. During the year, all
loans bear fixed interest rates ranging from 1.14% to 10.69%. The
proceeds were used to finance the daily operation of the Group.

As of 30 June 2009, among all of the bank loans, approximately
RMB35.8 million were denominated in Korean Won, approximately
RMB12.4 million were denominated in Hong Kong Dollars,
while approximately RMB3.7 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 3.2%, reflecting the Group’s
financial position was at a sound level.

Bank facilities

As of 30 June 2009, the Group had unutilised banking facilities of
approximately RMB435 million.

Debt securities

As of 30 June 2009, the Group did not have any debt securities.

Contingent liabilities

As of 30 June 2009, the Group did not have any material contingent
liabilities or guarantees.

PLEDGE OF ASSETS

As of 30 June 2009, the Group did not have any pledge or charge
on assets other than the pledged bank deposits of approximately
RMB17.4 million.

Capital commitments and contingencies
As of 30 June 2009, the Group had capital commitments in respect

of acquisition of property, plant and equipment amounted to
approximately RMB13.0 million.
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OFF-BALANCE SHEET TRANSACTIONS
AND CONTINGENT LIABILITIES

As of 30 June 2009, the Group did not have any material off-
balance sheet transactions.

EMPLOYEE AND REMUNERATION POLICY

The Group had a total of 6,808 dedicated full time employees as
of 30 June 2009, including 1,280 management and administrative
staff, 5,388 production staff and 140 operation supporting staff.
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 six months
ended 30 June 2009, no share options were granted or agreed to
be granted under the scheme.

OUTLOOK AND FUTURE STRATEGIES

In the first half of 2009, the global economy remained weak in spite
of some recovery signs. In the aftermath of the global financial crisis,
the market was still shaky, but it was shown slight improvement
as compared to the end of last year. In 2009, Sunny Optical will
consolidate its business for the long run. By leveraging on its
advanced R&D capabilities, extensive clientele base and diversified
product portfolio and product mix, the Group will continue to pursue
its “Mingpeijia0” strategy and to achieve excellence in pragmatic
manner.

The Group made the announcement of “Change and Re-designation
of Chief Executive Officer” on 21st July 2009 in relation to the re-
designation of Mr. Wang Wenjian from the Chairman of the Group
to the Chief Executive Officer and Chairman of the Group. The
board of directors of the Group considered that given the expertise
and experience of Mr. Wang, the re-designation and reallocation of
responsibilities could assist to alleviate the impacts of the current
economic conditions on the developments of the Company and

better apply the Group’s strategy consistently.
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Reinforce existing clientele base and explore
potential markets

The global financial crisis has accelerated industry consolidation,
which is favourable to well-established and powerful players,
like the Group. Thanks to its leading position in the industry and
its premium quality products, the Group is well-positioned to
further expand its market share. Sunny Optical has established
long-standing relationships with a number of renowned brands
such as Samsung, Panasonic, Lenovo, Nikon, Pentax etc.
During the period, the sales from top five clients of the Group
represented 33.6% of the Group’s sales revenue. The Group
will commit itself to reinforcing the existing clientele base and
market segment. At the same time, it will explore potential
markets in China, Japan, South Korea, Singapore, the United
States and Europe with products and services of better quality
through its sales channels in these countries.

Diversify its product portfolio and improve its product
mix

Given that more resources are earmarked for food safety,
environmental protection and education by the government
and awareness of security and surveillance is increasing
among citizens, it is expected that the non-handset related
products (including industrial and medical endoscopes, and
security surveillance products and microscopic, surveying and
analytical instruments, etc), being aggressively developed in
recent years by the Group, will benefit from this directly. The
Group will emphasize the upgrade of existing products in order
to strengthen its existing markets constantly. Meanwhile, it
will broaden its vision to put more efforts into new products,
and achieve fast breakthrough in new markets by means of
acquisition and merger in appropriate time. Sunny Optical
will seize the opportunity and proactively diversify its product
portfolio and product mix, so as to meet market demand.

In addition, the development of China’s 3G market and
the widespread use of netbook computers will bring new
opportunities for optoelectronic products and therefore increase
the demand for high-pixel camera modules. In line with the
market development, the Group will strive to improve the quality
and grade of products and develop more high-end products to
improve the overall operating revenue of the Group.
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Implement “lean production” throughout the Group
and improve operational efficiency

In 2009, the Group will implement the manufacturing execution
system. Zhongshan production base has comprehensively
completed the implementation of the manufacturing execution
system, which is expected to play an active role in the
management in the second half of the year. Optoelectronic
products business has recruited a Korean as factory director
in August this year, aiming to introduce the production and
management pattern from Korean enterprises to improve its
production efficiency, to improve the overall workflow, and
achieve cost reduction by cutting both production costs and
operating expenses. In this year, Sunny Optical will strive to
raise its capacity utilization, to maximize the Group’s operational
efficiency and to further strengthen the competitiveness of the
enterprise.
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A. PURCHASE, SALE OR REDEMPTION OF

THE COMPANY’S SHARES

There was no purchase, sale, redemption or cancellation by the
Company or its subsidiaries, of the Company’s listed shares
during the six months ended 30 June 2009.

. DISCLOSURE OF INTEREST

According to the Articles of the Association, if any Director
is in any way, directly or indirectly, interested in a contract
or arrangement or proposed contract or arrangement with
the Company, he will declare the nature of his interest to the
Board at his earliest convenience. In addition, such Director
shall not vote (nor be counted in the quorum) on any resolution
of the Board approving such contract or arrangement or
other proposal in which he or any of his Associates is to his
knowledge materially interested, and if he shall do so his vote
shall not be counted (nor is he counted in the quorum for that
resolution).
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C. DISCLOSURE OF SUBSTANTIAL

SHAREHOLDERS

As of 30 June 2009, so far as the Directors are aware, the
following persons or institutions have beneficial interests or short
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 Securities and
Futures Ordinance (the “SFO”), Cap 571 of the Laws of Hong
Kong, or who is directly and/or indirectly interested in 10% or

C.EERRERIE

i

RBE GG ([#

TAFRNA=TH

CBAEEMA N
IIALREBEERARBEE B EARETIEES
g5 RETE RG] ]) BXVERE2

K3DEBRE AR AR B WEHER AR B
1;3 FARRAR O TR IRR  HEER S
S EEEE A NEAER TEAEEERE
X B RRIBRA SR BN ER AR

more of the nominal value of any class of share capital carrying BE10% 3 A L
rights to vote in all circumstances at general meetings of any
other member of the Group:
Approximate
Long/short Number percentage of
Name position Type of interest of shares shareholding
BF "R KR Rz E R ROBE FHRELSEIL
Sun Xu Limited (“Sun Xu”) Long position  Beneficial owner 421,460,060 42.15%
sRMBAMRAT ([521B]1) A EmEAA
Sun Ji Limited (“Sun Ji”) (Note 1) Long position  Interest in a controlled 421,460,060 42.15%
mEGRAR ([FE]) (1) e corporation
SR NCIPE - F
Mr. Wang Wenijian (Note 2) Long position  Interest in a controlled 479,401,000 47.94%
T ELRA (KiFE2) [S5=) corporation, trustee of
a trust and trustee and
one of beneficiaries
of a trust
RERAIZHER 55
ZEANRETEZTA
MEP—ZEFAIAA
Mr. Ye Liaoning (Note 3) Long position  Beneficiary of a trust 421,460,060 42.15%
ERESLAE () S BEEXAA
Mr. Wu Jinxian (Note 4) Long position  Beneficiary of a trust 421,460,060 42.15%
REBFLAE (FIFE4) "R EEEEmA
Mr. Sun Yang (Note 5) Long position  Beneficiary of a trust 421,460,060 42.15%
7ok e (fisEs) AE EFEXEA
Summit Optical Holdings Inc Long position  Beneficial owner 171,174,508 17.12%

(“Summit”)

)

BEmEA A
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Approximate

Long/short Number percentage of

Name position Type of interest of shares shareholding

£F He/ RKE ERER RO FEREAEIL

Chengwei Ventures Evergreen Long position  Interest in a controlled 207,715,208 20.77%

Fund, L.P. (Note 6) S=) corporation

RAEES (Kiike) RIENT 2w

Sun Zhong Limited (“Sun Zhong”) Long position  Beneficial owner 57,940,940 5.79%

HRARAE ([52R]) 5= EmEA A

Notes: PaE -

(1) As Sun Ji owns more than one-third of the voting power of general (1) BRBEEFEBA=S 2 —HRBRIAEE
meetings of Sun Xu, Sun Ji is deemed to be interested in the = ALIREESREEERD - RER A
421,460,060 shares held of and in the Company by Sun Xu under B3 BFT#E421,460,0600% B Hy#E RS -
the provisions of SFO.

(2) As Mr. Wang Wenijian is the sole shareholder of Sun Guang Limited (2) BARENELRERFFHBRAFIME—RERSE
and the trustee and one of the beneficiaries of the Sunny Employee FREEGANITARIHZAZ — BUR
Trust, Mr. Wang Wenjian is deemed to be interested in the BEAFRBERY - EXELERAERT N
421,460,060 shares held by Sun Xu under the provisions of SFO. Fr#5421,460,060 8 X D B 2 » BB T S8
As Mr. Wang Wenjian is the trustee of the PRC Investor Trust, Mr. EERPREIEEEETNITA  BULBEE
Wang Wenijian is deemed to be interested in the 57,940,940 shares HFREABGRD - TXERERRER TR
held by Sun Zhong under the provisions of SFO. 57,940,9408% J& 15 B9 %= ©

(3) Mr. Ye Liaoning is a beneficiary under the Sunny Employee Trust, () EEBELARFREEEANIGA  Bnl
under which he is entitled to 6.20% of the beneficial interest. As BEFe6. 20%%“ c IRIBEHLEEGH - K
a beneficiary of the trust, he is deemed to be interested in all the EREREZEA  BAEBRFREGTHF
equity interest that Sunny Employee Trust owns under the SFO. 2 IR HE - ﬁ?%’é'ﬁ%h%.%%ﬂﬂ%@ o
Sun Ji owns 92.32% equity interest in Sun Xu, which in turn owns JB# B 421,460,060k A" 2 A 19 E L - 1R
421,460,060 shares of the Company. As a controlling shareholder, BESRAEGD - #EERITERRG A
Sun Ji is deemed to be interested in all the shares that Sun Xu BRBAEENIHRE - Hit - BREBEZEHR
owns under the SFO. Accordingly, Mr. Ye Liaoning is deemed to be HEGH - EEZ L AR BEEE421,460,060
interested in 421,460,060 shares under the SFO. IRAR (5 B A 2 ©

(4) Mr. Wu Jinxian is a beneficiary under the Sunny Employee Trust, (4) REBEELARFEEGEENTRA - %ﬁ?ﬁ?ﬁ

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.

BEFR2.81%EL - IRIEFSH LBEED
EBRERZHR v%ﬁ}%%ﬁﬁﬁ?ﬁ;%ﬁﬁﬁh
S ERRRHE o P2 HEE F2NB92.32% A% 1 - T 5%
Mﬁ&mm 460,060/ 17 B AR IR & FH & HA
B0 - REERIERERRSG A A S/
BRI o Bt - BIBEF KBS GG
REB LR EEEE421,460,060P% A% (9 71

S o
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(5) Mr. Sun Yang is a beneficiary under the Sunny Employee Trust,
under which he is entitled to 0.84% of the beneficial interests. 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. Sun Yang is deemed to be
interested in 421,460,060 shares under the SFO.

(6) 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.

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 30 June 2009, no other shareholder
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.

(6) BREEAFFREREBEANIEA  Enls
B M0.84% s o IREFHRAE KA - &
EBEAZEA  RAEERTFREREELME
2 EPRRAE o FR AR 72 /BO2.32% A% #E - T 5%
JBE A421,460,0600% B 17 - RIBFEH RIPE
&0l - FEERIEERRRAEERBMES
B2 AR - Bt - BIBEEFRAEKL - &
R R BB 421,460,060 1D RO HE AR ©

(6) CWI Optical Holdings. Inc. ([CWI]) # &
36,540,7008% A& 15 1 2§ ° &1 M Chengwei
Ventures Evergreen Fund, L.P.# BCWIX
SummitiRER R ERBIB=9 2 —HEEE -
IR IERE 5 2 B & 1§ - Chengwei Ventures
Evergreen Fund, L.P.f%&¥# %A CWI&Summit
BT & $£207,715,208 B Bk (5 By 2% -

Chengwei Ventures Evergreen Management,
LLCZChengwei Ventures Evergreen Fund,
LP. —REaB A ARBESS R
& f& - Chengwei Ventures Evergreen
Management, LLCH# R &HEA207,715,208%

Bt et -

EXL Holdings, LLC##&Chengwei Ventures
Evergreen Management, LLCIZE K& i@
=52 —HEEE - MEXL Holdings, LLCH
Li Eric Xunfe 4120k - FULRIERE 5 KA G 1K
Bl + EXL Holdings, LLC KX Li Eric Xunst £ #18
207,715,208/ Bk 15 ) 7

£

— [PEREEER] BREAR2HEHEITR
AMRZFERFEAZTNBKIZHIERE

- [RFEEEF] BEREREZHEHITRA
MRZZEZERNFLAZ +/\E|BZALE']{;ME

— [PEREH] HETEREEEENE S

B L& BUE—FEAFANA=1TH &R
BB AT E A B R AR 2 B B A S AR B B A 7
BERBES LB KIIE3B6KATE ZE LT
FOER 2 (R EA R -
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D. DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN
SHARES

As of 30 June 2009, the interests and short positions of the

D.

E&AE%E’!ETE’J

RZZZEAFAA=Z1TH REAQFKRE

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 SFO), 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 of Hong Kong Limited pursuant to the
Model Code for Securities Transactions by Directors of Listed

Companies (“Model Code”), were as follows:

EUNQRE 2=

%&Eﬂ%’iﬂ%%%3521\%?%2%%‘6%%%&% '
SIRBELTRREFTETESRHZITE
S URD) %Erﬁﬁﬁ/,\%ﬂﬁzﬁ’&?&i?
BEXZMBRABDZEFRER
BAARRREMEB AR (EXRLEF LY
B ARPIEXVER) 8917
EESORRWT

TBAE

- BB REFA

Approximate

Name of Long/short Capacity/Nature of Number percentage of
Director Corporation position interest of shares shareholding
EEnE EEERB BE KRR By REEME ROHE HFRELIEDL
Mr. Wang Wenjian The Company  Long position  Trustee (Note 1) 57,940,940 5.79%
EIXELESE ZIN/NG] e ZFEA (FEE1)
The Company Long position  Trustee and Beneficiary 421,460,060 42.15%
AN/NE] e of a trust (Note 2)
RFEARETERRA
(PiFEE2)
Mr. Ye Liaoning The Company Long position  Beneficiary of a trust 421,460,060 42.15%
HEELA PiN/NE]| TE (Note 3)
EEXm A (FIEE3)
Mr. Wu Jinxian The Company Long position  Beneficiary of a trust 421,460,060 42.15%
REE LA iN/NE]| HE (Note 4)
SrEXEm A (H3E4)
Mr. Sun Yang The Company  Long position Beneficiary of a trust 421,460,060 42.15%
Bkt 2NN e (Note 5)

ErEXmA (MFE5)
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Notes:

M

Mr. Wang Wenjian (£ X Z8) 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 (£32Z) 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 Wenjian is
deemed to be interested in 421,460,060 shares under the SFO.

Mr. Ye Liaoning (3:3& %) 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# &) 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.

Mr. Sun Yang is a beneficiary under the Sunny Employee Trust,
under which he is entitled to 0.84% of the beneficial interests. 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. Sun Yang 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 any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations as of 30 June 2009.

BAE

(1) EXELEERTFELEEEANITIA - FH
BREEETARZREICBITRANET
B A A DA B BEITRAS79% « Bt
BIEBHRHESEN  IXELEEARE
57,940,940 A% {5 R4 5 ©

Q2 EIXELEEARFREEEIITARZTA
Z— e RFREETLARESHEDEHITRA
B 15 5F - 52 B FF A 5% H92.32%M% & -
MEBARNRQAEEITRA42.15% - ALt -
RIBFEHFLPERY  EXELERARES
421,460,060/% A% 7 K #E 7 o

() EERELLARTREEBEIHZEA 'EE%
ﬁ”“EPG 20% i o RIEFEF R EE KL -
EARERZEA  RAEEHRTE E\Eafcﬁfr%
B ERRRHE o SR E IR A 72 NB92.32% A% - i 5%
JB¥EH 421,460,060 N2 AR 7 - HRIEFFE

MEFEIRD] - R EERIEREIRRE AR 7B
FTEAE M2 A - FL - BIFFEH REBEE
Bl - BEIE R SR BB 421,460,0600% 8% 15
HiEsS o

@) REBLEEARTFRERETIMNE B
BERN2.81%E o BIEE %&Hﬂ 5 g f5) -
BIEREAZEA RARBRFREETH
BRI E - 22 E A #B92.32%ME - M
S¢ B ¥ 421,460,060 A% 17 - 1B 155 5 K B
H1&H J s B RIE R RAR A A 2 B FT
B ERRE - FlL - BIBEFEHLBAEEM -

R Ef‘ﬁiﬁﬁ%ﬁ421,460,060Hxﬂ§1’ﬁﬂ’9%

S o

e

(6) BREEARETFEEETINZIEA  Ealfs
EHM0.84% M o IRIBFH LG KA - &
EREAZEA  BAHERTFREREETLME
2 EPARAE o SR EE B FEMBO2.32% A% HE - M 3%
JB¥EH 421,460,060 2 H - IRIFEFH REHE
Bl REEREERRRAEERIBES
MR - At - REEHFRBAEEN - &
R A A8 AR 421,460,060 % Ik {0 O RERS o

BREXFEEEN  BHEZTTNLFAA
THIL BEEEREBITHABELRAF
REMBEARORD - HERMDKESES
HitvEm RAR ©
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E. CORPORATE GOVERNANCE

Code of Corporate Governance Practices

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.

As of 30 June 2009,
principles and code provisions and most of the recommended

the Company complied with all the

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 Rule”). With effect from 21 July
2009, Mr. Ye Liaoning had ceased to act as the Chief Executive
Officer of the Company and Mr. Wang Wenjian, as the existing
Chairman of the Company, had been re-designated as Chief
Executive Officer and Chairman of the Company.

The Directors note that the above re-designation deviates
from the Corporate Governance Code, which suggests that
the roles of Chairman and Chief Executive Officer should be
separated and should not be performed by the same individual.
In this regard, the Company will comply with the disclosure
requirements under Appendix 14 to the Listing Rules.

Whilst the Directors fully recognize the importance of the
division of responsibilities between the Chairman and the Chief
Executive Officer, the Board, after thorough considerations, is of
the opinion that given the expertise and experience of Mr. Wang
Wenjian, the re-designations and reallocation of responsibilities
could assist to alleviate the impacts of the current economic
conditions on the developments of the Company and better
apply the Group’s strategy consistently.

As of 30 June 2009, the audit committee, the remuneration
committee, the nomination committee and the strategy and
development committee have been established with their
respective terms of reference in force.
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Securities Transactions By Directors

The Company has adopted 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 standard set out in the Model
Code regarding Directors’ securities transactions throughout the
period ended 30 June 2009.

AUDIT COMMITTEE

The audit committee consists of 3 Independent Non-executive
Directors, namely, Mr. Zhang Yuging as Committee Chairman,
Dr. Chang Mei Dick and Dr. Liu Xu, and 2 Non-executive
Directors namely Mr. Michael David Ricks and Mr. Shao Yang
Dong. The audit committee and the Company’s external auditors
have reviewed and discussed matters relating to auditing,
internal controls and financial statements, including a review of
the unaudited financial statements for the six months ended 30
June 2009.

.INVESTOR RELATIONS AND

SHAREHOLDERS® COMMUNICATIONS

The Group recognises the importance of enhancing
shareholders’ understanding of its business and prospects, and
therefore has taken a proactive approach in communication
with the investment community, including institutional investors
and retail investors. In February 2009, the Group participated
in “Orient Securities-Annual Capital Market Conference 2009”.
Immediately after the annual results announcement in April
2009, the Group held a couple of one-on-one meetings in Hong
Kong. In May 2009, the Group’s Annual General Meeting was
also held.

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.
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EXECUTIVE DIRECTORS

Mr. WANG Wenjian (Chairman)
Mr. YE Liaoning

Mr. XIE Minghua

Mr. WU Jinxian

Mr. SUN Yang

NON-EXECUTIVE DIRECTORS

Mr. SHAO Yang Dong (Vice Chairman)
Mr. RICKS Michael David

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. CHANG Mei, Dick
Mr. SUZUKI Koji

Dr. LIU Xu

Mr. ZHANG Yuging

JOINT COMPANY SECRETARIES

Mr. SUN Yang
Ms. WONG Pui Ling (ACCA, HKICPA)

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

PRINCIPAL PLACE OF BUSINESS
IN THE PRC

Nos. 66-68, Shunyu Road,
Yuyao, Zhejiang Province, PRC
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Cricket Square, Hutchins Drive,
P.O. Box 2681, George Town,
Grand Cayman KY1-1111, Cayman Islands
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CORPORATE WEBSITE
www.sunnyoptical.com

LEGAL ADVISERS

Troutman Sanders
Solicitors and International Lawyers

AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

COMPLIANCE ADVISER
Kingsway Capital 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.O. Box 705, George Town,

Grand Cayman, Cayman Islands

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. WONG Pui Ling (ACCA, HKICPA)
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Butterfield Fund Services (Cayman) Limited
Butterfield House, 68 Fort Street,

P.0O. Box 705, George Town,

Grand Cayman, Cayman Islands
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