


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,
security cameras and other optoelectronic modules) and optical
instruments (such as microscopes, optical measuring instruments
and other optical analytical instruments). We focus on the market of
optoelectronic related products, such as handsets, digital cameras,
vehicle imaging systems, security surveillance systems, optical
surveying instruments and optical analytical instruments, which are
combined with optical, electronic and mechanical technologies.
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Management Discussion and Analysis

BUSINESS REVIEW

In the first half of 2010, as global economic recovery improved
operating environment, various markets of consumer electronics
also revived. Despite the popularity of 3G handsets was below
expectation, the shipment volume of 3G handset still recorded a
fast growth, and the rapid expansion of the smartphone market
boosted the demand for handset lens sets and camera modules
with high resolution. In the first half of 2010, the shipment volume
of global smartphone market reached 110 million units, while that of
domestic 3G handset market also amounted to 25.2 million units.
As demand for Digital Single Lens Reflex (“DSLR”) remained strong
in the global market, and Japanese manufacturers had shifted to
procure components from China. Thus, business opportunities
arose for domestic suppliers of lenses. Recovery in global economy
also drove demand for optical instruments. Even returning a more
favourable operating environment, the management of the Group
kept alert, and adhered to the development strategies of “Explore
New Sources and Cut Cost, Speed Up Transformation, Obtain
Orders Externally and Get Refinement Internally”, explored markets
through various ways, improved the internal management standard,
and constantly enhanced the research and development of products
and technologies. Meanwhile, by taking such specific measures as
“Lean Production”, the Group enhanced its competitive edge.

During the period, the Group’s operations as a whole were running
smoothly. Compared with the corresponding period of last year,
the three major business segments of the Group, namely optical
components, optoelectronic products and optical instruments, all
achieved sales growth. In addition to the growth in the existing
business, a number of new businesses also progressed well.
The profits of vehicle lens sets business continued to increase.
Infrared lenses and lens sets business recorded profits. Shanghai
Sunny Hengping Scientific Instrument Co., Ltd. commenced
mass production of several mid- and high-end optical analytical
instruments, which gives hope to generate profits in the second half
of the year.
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Management Discussion and Analysis

During the period under review, the Group further strengthened
its R&D capabilities which brought fruitful results. Our three major
business segments underwent an upgrade on their respective
products. These R&D projects further strengthened the technological
leading position of our existing products in the industry. In addition,
the optical components segment has been able to produce
glass aspherical lenses; the automatic assembly technology has
undergone a breakthrough which has been utilized in the production
of handset lens sets with high resolution; and vehicle lens sets
business was granted a number of utility model patents. As for the
optoelectronic products business segment of the Group, of which
8-mega pixel camera modules for handset with auto-focus function
has been successfully developed and has entered the stage of
small batch production; and the security surveillance cameras have
been in the preliminary prototype stage with some of their functions
under further perfection. The optical touch screen module has been
developed successfully and began its mass production, this product
can be used in integrated tablet PC; the particle-resistant gluing
technique for camera modules for handset with high resolution
which newly developed by the business segment has obtained
the invention patent, and made important contribution to quality
improvement. The Group’s optical instruments business segment
completed the development of process mass spectrometer,
sales were made on water treatment, bio-pharmaceuticals and
petrochemical industry; laser doppler interfermometer specifications
successfully developed and sales were made; the differential
interference contrast technology received successful breakthrough,
the success of these developments advanced the product levels
and expanded its scope of applications.

During the period under review, the Group has fully implemented
“Lean Production” and obtained good returns therefrom, and also
made a significant contribution to stable increase in the Group’s
gross profit margin.

The Group obtained recognition from all parties and received
many honors in the first half of the year. During the period, Ningbo
Sunny Opotech Co., Ltd., a subsidiary of the Group, once again
obtained the title of “Sangfei Annual Outstanding Suppliers”.
Moreover, the Group was also awarded the titles of the “Top 30
Electronic Information Product Enterprisers for 2010” and the “Top
10 Electronic Information Product Export Enterprisers for 2010” by
the relevant authority of Zhejiang Province, the “Ningbo City Safety
(Model) Enterprises for 2009” by Ningbo Municipal Government and
the “Charity Model” by Yuyao Municipal Government.
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Management Discussion and Analysis

OPTICAL COMPONENTS

Driven by the global economic recovery, the optical components
business segment recorded strong growth. During the period, sales
income of this business segment was approximately RMB407.4
million, representing an increase of approximately 63.3% as
compared with the corresponding period of last year. This business
segment accounted for approximately 48.9% of the Group’s revenue
as compared with approximately 45.6% in the corresponding period
of last year.

During the period under review, the digital camera-related
businesses increased rapidly, particularly the high-precision lenses
for DSLR cameras which achieved a stunning growth. As for
handset lens sets business, the proportion of 2-mega pixel or
above products increased to 36.9% of the total sales volume from
31.3% for the corresponding period of last year. Those products
have recently passed the certification of one major international
customer, which laid a solid foundation for the growth in the relevant
operating revenue in the second half of the year. The vehicle lens
sets business increased rapidly and the Company will continue to
explore the pre-set and post-set lens sets markets, and there was
a significant growth in the operating revenue of the infrared lenses
and lens sets.

OPTOELECTRONIC PRODUCTS

Despite average handset prices declined due to intensive
competition in the domestic market, the Group’s optoelectronic
products business recorded significant growth in shipment volume
over the corresponding period of last year, and thus realized sales
growth by improvement in product mix and marketing promotion.
Revenue from optoelectronic products business segment for the six
months ended 30 June 2010 amounted to approximately RMB333.8
million, representing an increase of approximately 33.4% over the
corresponding period of last year. This business segment accounted
for approximately 40.0% of the Group’s revenue compared with
45.7% in the corresponding period of last year.

During the period, the business segment successfully commenced
mass production of the 2-, 3- and 5-mega pixel camera modules
for handset with auto-focus function, which maintained the Group’s
leading position in the supply chain of domestic 3G handset and
smartphone manufacturers. During the period, the sales volume
of modules with 2-mega pixel or above increased to 36.3% of
the total sales volume of handset camera modules from 25.1%
in the corresponding period of last year. During the period under
review, Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”)
successfully passed the certification of Health and Safety System
(OHSAS180001). It also made an investment of approximately
RMB20.0 million to Visiondigi (Shanghai) Technology Co., Ltd.
(“Visiondigi”), in which Sunny Opotech holds approximate 26%
of the equity. The company has not yet recorded any profit in the
first half of the year, but its security surveillance project has been
in smooth progression, and was expected to generate profit in the
second half of the year.
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Management Discussion and Analysis

OPTICAL INSTRUMENTS

The optical instruments market recovered during the period under
review. Through active promotion in domestic and international
markets, the revenue from our optical instruments business segment
increased rapidly to RMB92.8 million, representing an increase of
94.9% over the corresponding period of last year. This business
segment accounted for approximately 11.1% of the Group’s revenue
compared with approximately 8.7% in the corresponding period of
last year.

During the period, the Group disposed of its surveying instrument
business from its optical instrument business segment. The purpose
of the transaction was to concentrate the Group’s resources on the
R&D and marketing of its mid- to high-end microscopes, optical
measuring instruments and optical analytical instruments, and to
raise the profit of optical instruments.

PRODUCTION

The Group mainly operates four production bases in Yuyao City of
Zhejiang Province, Zhongshan of Guangdong Province, Shanghai
and Tianjin in the PRC respectively. In addition, the Group has
set up separate offices and production areas in Seoul, Korea and
Singapore through its subsidiaries, Power Optics Co., Ltd. and
Sunny Instruments Singapore Pte. Ltd.

FINANCIAL REVIEW
Revenue

The Group’s revenue for the six months ended 30 June 2010
was approximately RMB833.9 million, representing an increase of
approximately 52.4% or approximately RMB286.6 million compared
with the corresponding period of the previous year. The increase in
revenue was a result of the increasing market demand driven by the
recovery of the global economy. The Group effectively seized the
opportunities to increase shipment volume and optimise its product
mix, therefore, the Group’s optical components, optoelectronic
products and optical instruments business segments recorded
increase in operating revenue.
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Management Discussion and Analysis

Revenue generated from the optical components business segment
increased by approximately 63.3% to approximately RMB407.4
million compared with the corresponding period of the previous year.
The increase was mainly attributable to the improvement in product
mix and the considerable increase in shipment volume. Revenue
generated from the optoelectronic products business segment
increased by approximately 33.4% to approximately RMB333.8
million compared with the corresponding period of the previous
year. The increase in revenue was also mainly attributable to the
improvement in product mix and the increase in shipment volume.
Revenue generated from the optical instruments business segment
increased by approximately 94.9% to approximately RMB92.8
million compared with the corresponding period of the previous
year. The increase was mainly attributable to the increase in both
domestic and export sales volume.

Gross profit and margin

The gross profit for the first half of financial year 2010 was
approximately RMB177.7 million, and the gross margin improved
to approximately 21.3%, which is 1.6 percentage points higher
than that of the corresponding period of last year. This was mainly
attributable to the improvement in product mix, higher capacity
utilization rate as well as the effective implementation of “Lean
Production”.

Selling and distribution expenses

For the six months ended 30 June 2010, selling and distribution
expenses increased by approximately 52.2% or approximately
RMB7.1 million to approximately RMB20.6 million for the period
under review, accounting for approximately 2.5% of the Group’s
revenue, which was the same as the corresponding period of
last year. The increase in absolute value was primarily due to the
increase in costs of selling, marketing and distribution personnel
arising from the growth in sales activities.
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Management Discussion and Analysis &

R&D expenditure

R&D expenditure, which was under effective control to account
for approximately 5.5% of the Group’s revenue during the period
under review, increased from approximately RMB37.4 million for
the six months ended 30 June 2009 to approximately RMB45.5
million for the corresponding period of 2010. The increase was
attributable to the continuous investment in R&D activities and
business development, including the research and development
of high resolution handset lens sets and camera modules, vehicle
lens sets, infrared products, security surveillance systems, mid- to
high-end optical instruments and the upgrading of existing product
categories.

Administrative expenses
Administrative expenses, which reduced to account for
approximately 6.2% of the Group’s revenue during the period under
review, increased from approximately RMB40.1 million during the
six months ended 30 June 2009 to approximately RMB51.6 million
for the corresponding period of 2010, representing an increase of
28.6%. The increase in overall expenses was mainly attributable to
the increase in the headcount of administrative staff, the increase

in remuneration, the grant of part of restricted shares and the
corresponding increase in relevant fringe benefits.

Income tax expense

Income tax charge for the six months ended 30 June 2010
increased to approximately RMB16.0 million from approximately
RMB9.2 million for the corresponding period of 2009. Such increase
was mainly due to an increase in profits. The Group’s effective
tax rate for the year was approximately 24.2% while 31.5% in the
corresponding period of last year.

In order to keep the effective tax rate steady in the future, the
Group has successfully applied for the status of hi-tech enterprises
for several PRC subsidiaries. Income tax rate applicable to hi-tech
enterprises is 15% according to the national policy.
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Tax rates applicable to the Group’s subsidiaries in the PRC are T&RERALEBRKDEFEARNERRE
shown as follows:

2009 2010 2011
—BEAF —E-2F 2——F
*Zhejiang Sunny Optics Co., Ltd. (“Sunny Optics”)
LR FXRBERAR ([FFFAMTHE]) 12.5% 15.0% 15.0%
*Ningbo Sunny Instruments Co., Ltd. (“Sunny Instruments”)
ERBEFEBARAT ([FRFES]) 12.5% 156.0% 15.0%
*Sunny Optics (Zhongshan) Co., Ltd. (“Sunny Zhongshan Optics”)
*FEFHEB (P ARQFE ([FZFHWLNE]D) 12.5% 12.5% 12.5%
*Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”)
"ERRTABEERERAR ([RFHE]) 12.5% 12.5% 15.0%
Ningbo Sunny Infrared Technologies Company Ltd.
(“Sunny Infrared”)
BIRGFFALIMIMAR AR ([FFAIIAEE]) 25.0% 25.0% 25.0%
*# Shanghai Sunny Hengping Scientific Instrument
Co., Ltd. (“Sunny Hengping”)
* PERTEVIHMERRAERAR ([#FEFES]) 15.0% 15.0% 25.0%
Ningbo Sunny Automotive Optech Co., Ltd.
(“Sunny Automotive Optech”)
ERBRTFEHNAERMARAG ([RTFEHNE]) 25.0% 25.0% 25.0%
Jiangsu Sunny Medical Instruments Co., Ltd. (“Sunny Medical”)
L#sTERESMARAR ([RFIHEE]) 25.0% 25.0% 25.0%
Sunny Optics (Tianjin) Co., Ltd. (“Sunny Tianjin Optics”)
FRBEE (KF) BRATF ([REFER]) 25.0% 25.0% 25.0%
Suzhou Shun Xin Instruments Co., Ltd
( “Suzhou Shun Xin Instruments”)
BMzEIESRER AR ([#IMNEFESR]) 25.0% 25.0% 25.0%
Hangzhou Sunny Security Technology Co., Ltd. ( “Sunny Security”)
MMFEF L EMARRR (TR ) 25.0% 25.0% 25.0%
*  Companies recognized as hi-tech enterprises prior to the balance sheet * HEEBEBEXRBA @ &S Q[0 ERA S FE
date I
*  The company granted the 3-year qualification as a high-tech enterprise  * HATKR T —TFEE=FSIFRMO LD -
that will expire at the end of 2010, and it will then apply for a renewal of NAE—_E——FHRERFTSIRMTE

such qualification in 2011

PROFIT FOR THE PERIOD AND MARGIN AER A R FE=E

Profit for the period increased by approximately 148.9% from HIpRHFIBEZE

NERA=THIEXREA

approximately RMB20.1 million for the six months ended 30 June %7/ A E#20,100,0007T 1 i1 47148.9% % — &
2009 to approximately RMB50.1 million for the same period of —ZTF 45 A R#50,100,0007T © 48 F|H L NF E

2010. The increase in net profit was mainly due to the increase in 2R AEF LT R EEERANEGRE 3

gross profit and effective control in operating expenses. The net B4 A6.0% °
profit margin was approximately 6.0%.
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Management Discussion and Analysis

PROFIT ATTRIBUTABLE TO OWNERS OF
THE COMPANY

Profit attributable to owners of the Company amounted to
approximately RMB54.8 million, representing an increase of
approximately RMB31.4 million or approximately 134.2% as
compared with approximately RMB23.4 million for the corresponding
period of last year.

INTERIM DIVIDEND

For the year ended 31 December 2009, the dividend proposed by
the Board was RMBO0.02 (equivalent to approximately HK$0.0227)
per share, with payout ratio of approximately 21.8% of the profit
attributable to the owners of the Company for the year. Such
dividend was paid to shareholders in May 2010.

The Directors do not recommend the payment of any interim

dividend for the six months ended 30 June 2010 (Corresponding
period of 2009: nil).

LIQUIDITY AND FINANCIAL RESOURCES
Cash Flows

The table below summaries the Group’s cash flows for the six
months ended 30 June 2009 and 30 June 2010.
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For the six months
ended 30 June
BZEANA=1tHILXEAR

2010 2009

—EF-%5F —TTNF

RMB million RMB million

AREBEER AREBBT

Net cash from operating activities & & & B FT1SI8 & /F 58 49.1 46.6
Net cash (used in) from investing activities 1 & E8) (FrfH) Fr8IR & F 58 (126.4) 260.5
Net cash from (used in) financing activities Bt & EENATS (FTH) IR & F 5 3.6 (5.2)

The Group, being a self-sufficient company, derives its working
capital mainly from net cash generated from operating and financing
activities. The Directors expect that the Group will rely on net cash
from operating activities and the net proceeds from the 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 outflow of cash and cash equivalent of
approximately RMB73.7 million for the six months ended 30 June
2010.
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Capital Expenditure

For the six months ended 30 June 2010, capital expenditure of the
Group amounted to approximately RMB35.5 million mainly for the
purchase of property, plant, equipment and other tangible assets.
All of the capital expenditure was financed by internal resources.

CAPITAL STRUCTURE
Indebtedness
Borrowings

Bank loans of the Group as of 30 June 2010 amounted to
approximately RMB130.1 million (2009: approximately RMB55.9
million). Pledged bank deposit amounting to approximately RMB97.3
million was arranged in the year 2010.

As of 30 June 2010, among all of the bank loans, approximately
RMB36.4 million were denominated in Korean Won, approximately
RMB4.9 million were denominated in Japanese Yen, while
approximately RMB88.8 million were denominated in U.S. Dollars.
The gearing ratio of the Group by reference to the total debt
to total book capitalization ratio (with total book capitalization
representing the sum of total liabilities and shareholders’ equity) was
approximately 6.9%, reflecting that the Group’s financial position
was at a sound level.

Bank facilities

As of 30 June 2010, the Group had unutilized banking facilities of
RMB250.0 million with Yuyao Branch of Agricultural Bank of China,
RMB130.0 million with Yuyao Branch of China CITIC Bank and
RMB55.0 million with Yuyao Branch of Bank of Ningbo.

Debt securities

As of 30 June 2010, the Group did not have any debt securities.

Contingent liabilities

As of 30 June 2010, the Group did not have any material contingent
liabilities or guarantees.
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PLEDGE OF ASSETS

As of 30 June 2010, the Group did not have any pledge or charge
on assets except the pledged bank deposits of approximately
RMB97.3 million.

Capital commitments

As of 30 June 2010, the Group had capital commitment in respect
of acquisition of equipment amounted to approximately RMB8.9
million (2009: approximately RMB3.8 million).

As of 30 June 2010, the Group had no other capital commitments
save as disclosed herein.

OFF-BALANCE SHEET TRANSACTIONS
AND CONTINGENT LIABILITIES

As of 30 June 2010, the Group did not enter into any material off-
balance sheet transactions.

PERFORMANCE OF INVESTMENTS MADE
AND FUTURE INVESTMENTS

The Group’s investment activities mainly include the purchase of
property, plant and equipment. During the six months ended 30
June 2010, the Group used approximately RMB35.5 million in
investment activities, mainly in relation to the purchase of plants
and equipment and the necessary equipment installation for new
projects. These investments enhanced the capabilities of our R&D
and technology application as well as production efficiency, and
thus broaden the sources of revenue.

In January 2010, the Group acquired an interest of Visiondigi for
a consideration of approximately RMB20.0 million. The interest
held by the Group is approximately 26%. The capital injection of
Visiondigi would enhance the ability of the Group’s marketing and
development of security surveillance products.

The proceeds from the Global Offering amounted to approximately
RMB745.1 million, of which approximately RMB530.0 million
had been used by the Company and the unutilized proceeds
were placed with financial institutions as short term deposits. No
substantial acquisition and large investment plan is intended for the
year of 2010.
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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 adjustment in interest
rates increase the costs of both existing and new debts. For the six
months ended 30 June 2010, the effective interest rate of fixed-rate
bank loans was approximately 2.90% per annum. The Group has
not entered into any types of interest rate agreements or derivative
transactions to hedge against the fluctuation 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 reduce its currency risks.

EMPLOYEE AND REMUNERATION POLICY

The Group had a total of 8,295 dedicated full time employees as
of 30 June 2010, including 1,630 management and administrative
staff, 6,504 production staff and 161 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
and restricted share award scheme for its employees, providing
incentives and rewards to eligible participants with reference to their
contribution. For the six months ended 30 June 2010, no share
option was granted or agreed to be granted by the Group under
the scheme. As of 30 June 2010, a total of 33,560,000 restricted
shares have been offered to eligible participants in accordance with
the restricted share award scheme.
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Management Discussion and Analysis

OUTLOOK AND FUTURE STRATEGIES

For the second half of 2010, the global economic outlook is
still subject to uncertainties. The Group will remain prudent but
optimistic to face the challenges ahead. By leveraging on its
advanced R&D capabilities, extensive client base and diversified
product mix, the Group will continue to pursue its “Mingpeijiao”
strategy and to achieve excellence in pragmatic manner.

1. Seize market opportunities and continue to expand
overseas markets

In 2010, handset related products will still contribute a major
proportion of sales to the Group. Domestically, as huge
subsidies granted by telecommunication operators to 3G
handset will allow consumers accessing to 3G handsets
easier, relevant organizations expect that the annual shipment
volume of 3G handsets in China will reach 42.97 million units.
Meanwhile, as the global market has been expanding rapidly
due to the further price reduction of smartphones, relevant
organizations expect that the annual shipment volume of
smartphone for the world market will reach 250 million units.
Therefore, the Group will focus on marketing handset lens sets
and camera modules with high resolution, with an aim that it
can maintain its strength in domestic market and get entry into
the supply chain of international leading handset manufacturers.

The Group predicts that the market for DSLR will grow steadily
in the second half year, as relevant organizations have predicted
that the annual shipment volume of DSLR will reach 11 million
units. It is expected that the shipment volume of lens sets will
reach as high as 17.9 million units in 2010 as DSLR cameras
equipped with replaceable lens sets. The Group will continue its
internal technical innovation and speed up the transformation of
production capacity to glass spherical product line based on the
high-precision lens of DSLR.

At the same time, the Group will continue its efforts in marketing
promotion for key businesses and conduct key breakthroughs
for security surveillance cameras, lens sets for vehicles, infrared
lenses and lens sets as well as mid- to high-end optical
instruments, enabling these new businesses to contribute to
sales and generate profit growth.
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2. Strengthen technology and product innovation and 2.
enhance R&D capabilities

The Group will continue to upgrade existing products according
to the market conditions so as to maintain its lead in the
relevant sector. Meanwhile, the Group will strengthen its
technology and product innovation, increase the added value of
products, and be aware of any opportunity brought about by the
sunrise strategic businesses of “Internet of Things”, new energy
etc. to optical business enterprises, get R&D reserve ready and
lay a solid foundation for a fresh great leap forward.

3. Carry out “Lean Production” in every way and 3.
strengthen cost control

In the first half of 2010, “Lean Production” reaped significant
rewards. In the second half of the year, the Group will further
push forward “Lean Production”, accelerate the process
of informationization and adopt SAP system to solidify the
effectiveness of “Lean Production”, optimize the supply chain,
combine technique improvement with automatic production to
achieve good cost control.

4. Attend to formation of corporate culture, attract 4.
talents and retain employees

For management of human resources, the Group will continue
to reinforce its internal communication and training to improve
its management. The Group will also improve the old and new
employees’ corporate awareness to enhance internal cohesion
and team spirit. The Group has formulated its own talent
program to build a high quality talent pool and continues to
adopt the restricted share award scheme. It has also created
a unified and dedicated management team featuring excellent
ability and will keep motivating employees’ initiatives so that
they can create maximum value for the Group.
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In general, by pursuing the strategy of “Explore new sources and #7  EEBEBEERZFINAETH [FHRE

Cut cost, Speed up transformation, Obtain orders externally and & *

MRER - SMEEE - RG] 58 - B

Get refinement internally” set up early this year, the Group will focus JF¥TEEKMER @ 2 HIRADERFE K
on the development of the new businesses and comprehensively Z%EFEEH - 2EHEREET 5B RKE
enhance its competitiveness so as to improve its profitability. The — IIRERI T4 - ZF AL EH [HENIERINE IR
Group will expedite its transformation from “Quantity Expansion” to ] 8B 1Z »

“Quality Improvements” and gradually attain its goal in line with the
direction from the Board.
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Other Information

A. 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 writing-off by the Company or its subsidiaries
with the exception of restricted share award scheme trustees,
of the Company’s listed shares during the six months ended 30
June 2010.

. SHARE OPTION SCHEME

On 25 May 2007, the Company adopted the Share Option
Scheme (the “Scheme”) with the aim of providing incentives
to the qualified participants who have made significant
contributions to the Company. Eligible participants include (but
are not restricted to) employees, the Director and shareholders
of the Group. As of 30 June 2010, no share option has been
granted or agreed to be granted to any person or exercised by
any person under the Scheme.

.RESTRICTED SHARE AWARD SCHEME

On 22 March 2010 (the adoption date), the Board has adopted
the restricted share award scheme, the Director, all employees,
senior staff, agents and consultants of the Company and its
subsidiaries are entitled to participate in the scheme. The
purpose of the scheme is to assist the Company in attracting
new talents as well as motivating and retaining its current staff.
The scheme shall be effective from the adoption date and shall
continue in full force and effect for a term of 10 years and be
managed by its management committee and the trustee. Details
of the restricted share award scheme could be found in the
note 16 of the condensed consolidated financial statement.
33,560,000 restricted shares have been issued for qualified
participants in accordance with the restricted shares scheme,
accounting for 3.356% of the shares of the Company in issue as
at the adoption date. For the six months ended 30 June 2010,
details of movements of the restricted shares issued under the
restricted share award scheme are as follows:
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Fair value

Number of restricted shares

of each ZIRHIRBEE
restricted
share
(Note) 1 January Granted Vested Lapsed 30 June
BRZRH 2010 during during during 2010
Bz A the period the period the period S
Date of grant DARE ZB—ZF S N —ZE-8F Vesting period
BFBEH (=) —B—B HaRdE HREE HAXR SA=+AH HEH
HK$#% T
7 May 2010 1.637 — 33,560,000 - 33,560,000 From 6 May 2014
—E-FF to 6 May 2015
HERA+EH “ZE-FRANEE
—E-hFRAAKRHA
Note: B3

The fair value of the restricted shares was calculated based on the
closing price per share on the date of grant.

Save as disclosed above, at no time during the period was
the Company or its subsidiaries a party to any arrangement to
enable the Directors or any of their spouses or children under
18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body
corporate.

D. 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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E. DISCLOSURE OF SUBSTANTIAL

SHAREHOLDERS

As of 30 June 2010, 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
Future Ordinance, Cap 571 of the Laws of Hong Kong (“SFO”),
or who is directly and/or indirectly interested in 10% or more of

E.TERREDHKE

R-ZZE-FFRA=1TH HRE=mHM T
IIALTHHBRBEREETBEPIET1EES
REIE D ([R5 LB G EXVE S
2RBDEREAMARRFEBEH RO IAR
FMERR M B RRIOAR - HEER %K
B EA AN EAER T EARE AR
B RBEIRR AR ENERERBRAEE

the nominal value of any class of share capital carrying rights 10% 3 A E
to vote in all circumstances at general meetings of any other
member of the Group:
Number of
shares/underlying Approximate
Long/short shares held percentage of
Name position Type of interest Frismen shareholding
28 B/ %R Rz E R HERGHEAE FREBAESL
Sun Xu Limited (“Sun Xu”) Long position  Beneficial owner 421,460,060 42.15%
BARLA ([528]1) o) ExEAA
Sun Ji Limited (“Sun Ji”) (Note 1)  Long position  Interest in a controlled corporation 421,460,060 42.15%
REARRA ([2E]) (M) & Xt EEER
Wang Wenjian (Note 2) Long position  Interest in a controlled corporation, 431,820,060 43.18%
FxE (fF:x2) TE trustee of a trust and trustee
and one of beneficiaries of a trust
XREERER  FEREIFEAUR
ERAXTAREF-—ETHA
Mr. Ye Liaoning (Note 3) Long position  Beneficiary of a trust 422,378,060 42.24%
EEEmid (ME3) HE EFEXAEA
Mr. Wu Jinxian (Note 4) Long position  Beneficiary of a trust 422,378,060 42.24%
REBELAE (MIE4) S BErEXEmA
Mr. Sun Yang (Note 5) Long position  Beneficiary of a trust 422,378,060 42.24%
Fomse s (KiEEs) "E BErEXEmA
Summit Optical Holdings Inc Long position  Beneficial owner 171,174,508 17.12%
(“Summit”) e E=AA
Summit Optical Holdings Inc
(I'Summit )
Chengwei Ventures Long position  Interest in a controlled corporation 207,715,208 20.77%

Evergreen Fund, L.P. (Note 6)
K AEE (M1F6)

e

SR AL
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Other Information

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 Wenijian is deemed to be interested in the 8,200,000 shares
held by Sun Zhong under the provisions of SFO. Mr. Wang is also
taken to be interested as a grantee of 2,160,000 restricted shares
granted under the Restricted Share Award Scheme.

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. Ye is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.

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. Mr. Wu is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.

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. Mr. Sun is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.

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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CWI Optical Holdings, Inc. (TCWI]) #
36,540,700t F#EEEzZ - AR AES
FACWIESUMMItIRER K BB =22 —H
" BAIREFEFRIEGEN - AES
W8 AFACWI R SummitFriE & #£207,715,208
B9 R A A o

Chengwei Ventures Evergreen Management
LLCEAAREESHN—REaBA - AMRIEES
REAE A - Chengwe| Ventures Evergreen
Management, LLCH# 4R A7207,715,208/% %
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Other Information Hi &R

EXL Holdings, LLC owns more than one-third of the voting power EXL Holdings, LLC#%&Chengwei Ventures
of general meetings of Chengwei Ventures Evergreen Management, Evergreen Management, LLCIZ B K2 BB
LLC and EXL Holdings, LLC is a company controlled by Mr. Li Eric =92 —HIEER - MEXL Holdings, LLCH
Xun, accordingly, each of EXL Holdings, LLC and Mr. Li Eric Xun is Li Eric XunfcAE#ERR - FULIRIEE 5 R HIE (&
deemed to be interested in 207,715,208 shares under the SFO. B+ EXL Holdings, LLC X Li Eric Xun%t A 118
R1207,715,208 i h FE A HE AR ©
Definition of terms: AEEE
- “PRC Investor Trust” refers to a trust established on 28 July 2006 on - [HREEEET] BEREZRE2ITDEHTR
the entire issued share capital of Sun Zhong Limited (“Sun Zhong”) AKMRZEERFLAZ+/\BERZHEFE
- “Sunny Employee Trust” refers to a trust established on 28 July 2006 - [#FEEET] BREFEBEHITRA
on the entire issued share capital of Sun Ji MRZEZERNFLAZ+/\BKZHET
- “PRC Investors” refers to the beneficiaries of the PRC Investor Trust - [HEREE] EFEREEETINZEA
Save as disclosed above, as of 30 June 2010, no other br L TEEN BT —TF A=+
shareholder of the Company had any interests or short positions B NARBETAEMBRRAERRRS
in the shares or underlying shares of the Company as recorded BB D B RIRE S B E (55 33614
in the register required to be kept under section 336 of the SFO. AT ENE MRS RER SRR -
=+ hY V = P
F. DIRECTORS’ AND CHIEF EXECUTIVES’  F. EZEREZTBABERN
St N/ Y
INTERESTS AND SHORT POSITION IN BRI ERR XA
SHARES
As of 30 June 2010, the interests and short positions of the RZFB-—FFRNA=TH REARARIZE
P R s =] A >
Directors and chief executive in the shares, underlying shares ﬁﬁﬁﬂEf'%@%352{'%E§@§\ﬁlaﬁﬁﬁﬁaﬁ\’
and debentures of the Company and its associated corporation HRBE(LEH A aﬁ%ﬁﬂ%%%%Z%ﬁ
(within the meaning of Part XV of the Securities and Futures st Al ﬁﬁéﬁ{ﬂ%ﬁ%ﬁj &Eﬁ%xﬁﬁﬂ@%ﬁi i
Ordinance (the “SFO”), as recorded in the register maintained ERFBTRABBEAAR AR KEMAKAE
—_ A% v Py s =7 N 47
by the Company pursuant to section 352 of the SFO, or as (E& &7 LR HRGIEXVER) Bk - 18
N (1 (== 3z .
otherwise notified to the Company and the Stock Exchange B RESFWT
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies, were as follows:
Number of
shares/
underlying Approximate
Name of Long/short Capacity/Nature shares held percentage of
Director Corporation position of interest FiRe,/ shareholding
EEpE EBERB #/ %R B/ EEtE HEROHEE sREAEIL
Mr. Wang Wenjian The Company Long position Trustee (Note 1) 8,200,000 0.82%
INELE /NG e ZFEA (1)
The Company Long position Trustee and Beneficiary of 423,620,060 42.36%
/NG HA a trust (Note 2)
ZRAAREAZEA (F2)
Mr. Ye Liaoning The Company Long position Beneficiary of a trust (Note 3) 422,378,060 42.24%
EEEgA /NG| e ErEEmA (H:E3)
Mr. Wu Jinxian The Company Long position Beneficiary of a trust (Note 4) 422,378,060 42.24%
REBLHE /NG| e fFrEXmA (fiz4)
Mr. Sun Yang The Company Long position Beneficiary of a trust (Note 5) 422,378,060 42.24%
RanE YN e fFrEXmA (Hi75)
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Other Information

Notes:

M

Mr. Wang Wenjian 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 0.82% of the issued share capital
of the Company. Accordingly, Mr. Wang Wenjian is deemed to be
interested in 8,200,000 shares under the SFO.

Mr. Wang Wenijian 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. Wang
is also taken to be interested as a grantee of 2,160,000 restricted
shares granted under the Restricted Share Award Scheme.

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. Ye is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.

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. Mr. Wu is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.

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. Mr. Sun is also
taken to be interested as a grantee of 918,000 restricted shares
granted under the Restricted Share Award Scheme.
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G. 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 2010, 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 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 negative impacts of the current
economic conditions on the developments of the Company and
better apply the Group’s strategy consistently.

As of 30 June 2010, 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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Other Information

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 2010.

.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 statement, including a review of
the unaudited financial statement for the six months ended 30
June 2010.

INVESTOR RELATIONS AND
COMMUNICATIONS

The Group recognises the importance of shareholder to
understand its business and prospect, and therefore has
always taken a proactive approach to communicate with the
investment community, including institutional investors and
retail investors. Newsletter is sent to investors every month to
improve the Group’s transparency. Immediately after the annual
results announcement in March, the Group held a couple of
one-on-one meetings in Hong Kong. In May, the Group’s Annual
General Meeting was also held. Besides, the Group participated
in “Investing Strategy Conference in Spring of 2010 Hosted by
CITICS” in Hangzhou in March and the “Economic Restructuring
and New Investment Opportunities” organized by CICC
Corporate in May in order to maintain close relationship with the
investors.

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.

Sunny Optical Technology (Group) Company Limited X285 (%£E) BRAF / Interim Report 2010 H #ARE

ESETEZRS

ARRBE R LR B 8+ PR 8 e iR <7
H - AR ESENERBEERETNIESFR S
L ARERE  2BREFCHER RERN
HE_ZT-—ZTFEXRA=THHAN—EHETIE
ETAMSERESELSRIZNMRE

EREES

EVZECH-RBUFATESE (AR
REXRE (ZEGERE) RABLRIE
BL) BEmMAIEHTTES (BMichael David
Rickst £ M AP R 4) MR - EZEZEE
MARBRHIMNEZHEE B M RARE
% NEESIRMBRREEHEEE - A
BREBHBE T TFA=THIEAE
AZREBZI R

REEMERRRES

AEERABRREBUAKTEXZHLAF
FLHE  RAKE-HERIEGREEER
EAR (BREBBREKBMPRES) BE -
AEEFAHERFRAREEERARBA -
MR AKENERE ZBE=AQHEF
XER AEEETEERTEZRREEE
BERALERLADERTHRRBEFAE - 5
Sh REBR=ZA2MNT AP EEFEMRIM
BRHN P ERF T ZFEFTRERK
g ARAAZMTHERARERN[—F
—TFERE AR LT AREKEEERRIR
g BREERFBEINEE -

ARAREZBRETIEZ AKRE BB
(www.sunnyoptical.com) » 2 ] K &£ B #) &
& -



Report on Review of Interim
Financial Information

TO THE BOARD OF DIRECTORS OF

SUNNY OPTICAL TECHNOLOGY (GROUP) COMPANY LIMITED
RFRERE (KE) BRLA

(incorporated in the Cayman Islands as an exempted company with
limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
26 to 46, which comprises the condensed consolidated statement
of financial position of Sunny Optical Technology (Group) Company
Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) as of 30 June 2010 and the related condensed
consolidated statement of comprehensive income, statement of
changes in equity and statement of cash flows for the six-month
period then ended and certain explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with
HKAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review, and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the HKICPA. A review of interim financial information
consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might
be identified in an audit. Accordingly we do not express an audit
opinion.
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CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared, in
all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

18 August 2010
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Condensed Consolidated
Financial Statements

AR S M R R

CONDENSED CONSOLIDATED STATEMENT fSBR&ZRE 2 EWE R

OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2010

BE _F-FFNA=1THILNEA

Six months ended 30 June

BEAA=tHILLAEA

2010 2009
—E-ZF —ETNEF
NOTES RMB’000 RMB’000
B 5T AR®T T ARETTT
(unaudited) (unaudited)
(REER) (RE&EZ)
Revenue W A 3 833,946 547,309
Cost of sales $HE KA (656,277) (439,245)
Gross profit &) 177,669 108,064
Other income and gains E A K Uk 35 4 18,428 16,658
Selling and distribution expenses $5& &7 $#55 % (20,630) (13,558)
Research and development expenditure fiff#% 5 % (45,459) (87,395)
Administrative expenses 1T 2 (51,593) (40,122)
Impairment loss recognised in respect of goodwill & 72K 7 25 E &5 18 5 (8,097) -
Share of result of an associate 2 {hHE & N 7 24 11 (2,375) -
Loss on deemed disposal of partial interest in a subsidiary
RIEHE M B A R A E R - (3,615)
Finance costs @& A (1,923) (673)
Profit before taxation BR Al A 66,020 29,359
Income tax expense FT58i 3% 6 (15,966) (9,245)
Profit for the period 8 A s 7l 7 50,054 20,114
Other comprehensive income HE 2 E Uz
Exchange differences arising on translation of foreign operations
HE IR INE TS BT EE AR OB H 2 &R (818) (891)
Other comprehensive income for the period Hi A E fib & 25 (818) (891)
Total comprehensive income for the period HifA 2w Uk #4858 49,236 19,223
Profit for the period attributable to: &5 A F
Owners of the Company 782 &) I& 3 54,823 23,407
Non-controlling interests FE#Z A fE 25 (4,769) (3,293)
50,054 20,114
Total comprehensive income attributable to: FE(L & W 54258 -
Owners of the Company 22 &% & 54,393 22,704
Non-controlling interests FE#2 i AE %5 (5,157) (3,481)
49,236 19,223
Earnings per share — Basic (RMB cents) & ZF] — EK (ARED) 8 5.54 2.34
~ Diluted (RMB cents) -8 (AR%5) 5.53 N/A 7T~ F
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Condensed Consolidated
Financial Statements

CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

AT 30 JUNE 2010

AR & R R

i B AR & B B AR 3R

R-F—FFXA=TA

30 June 31 December
2010 2009
—¥-¥F  —TTHF
AA=tH +=ZA=+—H
NOTES RMB’000 RMB’000
B aE ARET T ARBTTT
(unaudited) (audited)
(RBER) (&&= =Z)
NON-CURRENT ASSETS ##iB&E
Property, plant and equipment ¥7% - #23 & :& 5 10 479,338 486,213
Prepaid lease payments T84 19,009 19,260
Goodwill F& 4,071 12,168
Intangible asset £ & & 16,326 14,946
Interest in an associate FABEE N B A 11 17,675 =
Deferred tax assets IEIEFEIEE & 948 2,007
Deposits for acquisition of property, plant and equipment
WYX - #ERRENERS 399 3,210
537,766 537,804
CURRENT ASSETS RB¥E
Inventories 7 & 171,515 148,431
Trade and other receivables and prepayment
B 5 K A FE W R IR M TR IR 12 423,209 375,574
Prepaid lease payments T8{ffH & 502 502
Amount due from a related party f&UEEE A + 7108 18(c) 101 12
Amount due from an associate J&JHE % A 715K H 21 =
Pledged bank deposits & #1717 97,280 19,185
Bank balances and cash $R1T458 RIE& 666,530 740,320
1,359,158 1,284,024
CURRENT LIABILITIES #i B & &
Trade and other payables & 5 & £ fb & {5 5k 18 13 308,713 294,027
Amounts due to related parties FE{RiE A 508 18(c) 7,196 6,765
Amount due to a non-controlling interest of a subsidiary
FEAT BT /B8 1 Bl E 45 A s KR 463 519
Tax payable FEff#i1E 9,573 3,816
Borrowings & & 14 104,787 28,888
430,732 334,015
NET CURRENT ASSETS fR&¥& & #{E 928,426 950,009
TOTAL ASSETS LESS CURRENT LIABILITIES 2 & ERREEE 1,466,192 1,487,813
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Condensed Consolidated
Financial Statements

CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

AT 30 JUNE 2010

AR S M R R

R AR S B BARR R ()

R-F—FFAA=1A

30 June 31 December
2010 2009
—E-EF —ETAF
ANA=+tH +t=-A=+—H
NOTES RMB’000 RMB’000
=4 ARET T ARET T
(unaudited) (audited)
(REEZ) (&E=%)

NON-CURRENT LIABILITIES £ RE A&
Borrowings & & 14 25,321 27,011
Deferred tax liabilities #EIEF A & & 7,100 8,031
Deferred income #EFE YT A 3,543 3,368
35,964 38,410
1,430,228 1,449,403

CAPITAL AND RESERVES &A%

Share capital i&74~ 15 97,520 97,520
Reserves & & 1,304,636 1,318,654
Equity attributable to owners of the Company 2N 2 5] A% 5 fE (L #E 25 1,402,156 1,416,174
Non-controlling interests JE# i %5 28,072 33,229
Total equity #4858 1,430,228 1,449,403
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Condensed Consolidated
Financial Statements

AR & R R

CONDENSED CONSOLIDATED STATEMENT fSERGZES LSS TR

OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2010 BE—FE—FF A ="1HI A
Shares
held under Share Attributable
Statutory Discretionary share award to owners Non-
Share Share Special surplus surplus Other award scheme Translation  Retained ofthe  controlling
capital  premium reserve  reserves reserve  reserves scheme  reserves reserve profits ~ Company interests Total
RRE
R il REiE  ROZE LT
& RGEE KARE  BEHGE  BHRE  HEBE KEDRG  GERGE  RERE  REEN  RREL FERER gt
RMB'O00  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETn ARETT ARBTR ARETR ARBTT ARETn ARETT ARETR ARETT ARETR ARETT ARETR
Balance at 1 January 2009 (audited)
RZFENE-A-ANES (B58) 97520 685810 156,931 31,008 916 6399 - - (285) 306830 1,842719 23605 1,366,324
Profit for the period BR 7] - = = = = = = = = 23,407 23407 (3,293) 20,114
Exchange difference arising from
translation of foreign operations
BERNRBHELNELZR = = - - - - - - (703) - (703) (188) (891)
Total comprehensive income for the period
An2EkALE = = = = = = = - (703) 23,407 22,704 (3,481) 19,203
Contribution from non-controlling interests
SFARERTE = - - - - - - - - - - 1326 1,326
Disposal of partial interest in a subsidiary
HENBAABHER = = - - - - - - - - - 3615 3,615
Appropriations &7 - - - - - 17,087 - = - (17,.087) - - -
Payment of dividends [EE T8 = = = = = = = = - (20,0000 (20,000 - (20,000)
Balance at 30 June 2009 (unaudited)
RZFENFA=TRMER (REER) 97620 685810 156,931 31,008 916 81,081 - - (988) 293,150 1,345423 25065 1,370488
Proft for the period £ = = = = - - - - - 68,527 68,527 (1,706) 66,821
Exchange difference arising from
translation of foreign operations
BERNIBHELNEL 2R = = = = - - - - 2,004 - 2,004 1,134 3,358
Total comprehensive income for the period
BRRERAEE = - - - - - - - 2204 68507 70,751 (72) 70,179
Disposal of partial interest in a subsidiary
HENEARBHER = - - - - - - - - - - 2,151 2,151
Contribution from non-controlling interests
FakER A = = = = - - - - - - - 6,685 6,585
Balance at 1 January 2010 (audited)
RIE-RE-f-BNEH (B57) 97520 685810 156,931 31,008 916 81,081 - - 1236 361,677 1416174 33220 1,449,403
Proft for the period £ - - - - - - - - - 54,823 54,823 (4769) 50054
Exchange difference arising from
translation of foreign operations
BERNEBAEENEREH = - - - - - - - (430) - (430) (388) (818)
Total comprehensive income for the period
ERESTLON ] - - - - - - - - (430) 5488 54393 (,157) 49,236
Purchase of shares for unvested
Shares under share award scheme
RERAREHEEERBER = - - - - - (0394 - - - (5039 - (039
Recognition of equity-settled
share-based payments
BANEREERARANTE - - - - - - - 1,983 - - 1,983 - 1,983
Appropriations & = - - - - 15,617 - - - (15617) - - -
Payment of dividends Kt & - = = = = = = - - (20,000) (20,000) - (20,000)
Balance at 30 June 2010 (unaudited)
RZF-ZE A=THMER (REEH) 97,520 685,810 156,931 31,00 916 96,698 (50,394 1,983 806 380,883 1,402,156 28072 1,430,228
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Condensed Consolidated
Financial Statements

CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS
FOR THE SIX MONTHS ENDED 30 JUNE 2010

AR S M R R

BHHRGEHETREBRK

B2 —F—FFENH=+HINEA

Six months ended 30 June

BEAA=tHILLAER

2010 2009
—E-EF —EENEF
NOTES RMB’000 RMB’000
Bt EE ARMT T ARETTT
(unaudited) (unaudited)
(RBER) (REgERZ)
NET CASH FROM OPERATING ACTIVITIES &R& EE TSR £ F 48 49,078 46,579
INVESTING ACTIVITIES & 8
Increase in pledged bank deposits 2 & R 1717 & hn (78,095) (17,447)
Additions to property, plant and equipment NE ¥ - #28 NR 10 (35,515) (29,649)
Acquisition of interest in an associate U BEH = A RIS 11 (20,050) -
Proceeds on disposal of property, plant and equipment
HEME - W RREPEHIEA 10 1,524 2,559
Proceeds on disposal of financial assets designated
as at fair value through profit and loss
HERARBEFABSNSREEMSRIE - 297,204
Proceeds on disposal of available-for-sale investments
HE Rt R E TS IE - 4,000
Other investing cash flows i &R & RE 5,759 3,878
NET CASH (USED IN) FROM INVESTING ACTIVITIES
RETE (FifE) ERE&EH (126,377) 260,545
FINANCING ACTIVITIES @& EED
New bank borrowings raised #i%iR{TEE 14 96,030 37,691
Repayment of bank borrowings 1EER1TEE 14 (20,130) (22,229)
Purchase of shares for unvested shares under share award scheme
BER D REIE BB EREBERG (50,394) -
Dividend paid & 0% & (20,000) (20,000)
Other financing cash flows Efi g &R € RE (1,923) (680)
NET CASH FROM (USED IN) FINANCING ACTIVITIES
METBAE (i) REFHE 3,583 (5,218)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
ReRBESEEER (BY) EBmFEsE (73,716) 301,906
CASH AND CASH EQUIVALENTS AT 1 JANUARY
R—A—BEWREREEZEER 740,320 387,536
Effect of foreign exchange rate changes [ & & &) ) 5/ 2 (74) (492)
CASH AND CASH EQUIVALENTS AT 30 JUNE,
REPRESENTED BY BANK BALANCES AND CASH
RAAZ+THENRERASEEER » RITEKRAS 666,530 688,950
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

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 Interim
Financial Reporting.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis.

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 2009 except as described below.

In the current interim period, the Group has applied, for the
first time, the following new accounting policies since the
Group acquired an associate and launched a share award
scheme during the period.

Investments in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting. Under the equity method,
investments in associates are carried in the consolidated
statement of financial position at cost as adjusted for post-
acquisition changes in the Group’s share of the net assets of
the associates, less any identified impairment loss. When the
Group’s share of losses of an associate equals or exceeds
its interest in that associate (which includes any long-
term interests that, in substance, form part of the Group’s
net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share
of losses is provided for and a liability is recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.

HEE RS
B ISR MIEE

BE—FT—FFNA=1HIFEA
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

2.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of the associate recognised at the date
of acquisition is recognised as goodwill. The goodwill is
included within the carrying amount of the investment and
is not tested for impairment separately. Instead, the entire
carrying amount of the investment is tested for impairment
as a single asset. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part
of the carrying amount of the investment in the associate.
Any reversal of impairment loss is recognised to the extent
that the recoverable amount of the investment subsequently

increases.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of the
Group’s interest in the relevant associate.

Share-based payment transactions
Shares granted to employees

For shares of the Company (“’Restricted shares”) granted
under the Sunny Optical Technology (Group) Company
Limited Restricted Share Award Scheme, the fair value of
the employee services received is determined by reference
to the fair value of Restricted Shares granted at the grant
date and is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity (share award
scheme reserves). At the end of each reporting period, the
Group revises its estimates of the number of Restricted
Shares that are that are expected to ultimately vest. The
impact of the revision of the estimates, if any, is recognised
in the consolidated statement of comprehensive income with
a corresponding adjustment to the share award scheme
reserve.

HEE RS
B ISRMIEE

Bz

—E-FFENA=THIENEA
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

2.

Sunny Optical Technology (Group) Company Limited X285 (%£8) BRAF / Interim Report 2010 H #RE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

In addition, in the current interim period, the Group has
applied, for the first time, the following revised standards,
amendments and interpretation (“new or revised HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).

HKFRSs Amendment to HKFRS 5 as part
(Amendments) of Improvements
to HKFRSs 2008
HKFRSs Improvements to HKFRSs 2009
(Amendments)
HKAS 27 (Revised) Consolidated and Separate Financial
Statements
HKAS 39 Eligible Hedged Items
(Amendment)
HKFRS 1 Additional Exemptions for First-time
(Amendment) Adopters
HKFRS 2 Group Cash-settled Share-based
(Amendment) Payment Transactions

HKFRS 3 (Revised) Business Combinations

HK(IFRIC)-Int 17 Distributions of Non-cash Assets
to Owners

The Group applies HKFRS 3 (Revised) Business
Combinations prospectively to business combinations for
which the acquisition date is on or after 1 January 2010.
The requirements in HKAS 27 (Revised) Consolidated and
Separate Financial Statements in relation to accounting for
changes in ownership interests in a subsidiary after control
is obtained and for loss of control of a subsidiary are also
applied prospectively by the Group on or after 1 January
2010.

As there was no transaction during the current interim period
in which HKFRS 3 (Revised) and HKAS 27 (Revised) are
applicable, the application of HKFRS 3 (Revised), HKAS
27 (Revised) and the consequential amendments to other
HKFRSs had no impact on the condensed consolidated
financial statements of the Group for the current or prior
accounting periods.

HEE RS
B ISR MIEE

BE—FT—FFNA=1HIFEA

2.
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Results of the Group in future periods may be affected by
future transactions for which HKFRS 3 (Revised), HKAS 27
(Revised) and the consequential amendments to the other
HKFRSs are applicable.

The application of the other new and revised HKFRSs had no
impact on the condensed consolidated financial statements
of the Group for the current or prior accounting periods.

The Group has not early applied the following new and
revised standards, amendments or interpretation that have
been issued but are not yet effective:

HKFRSs (Amendments) Improvements to HKFRSs 2010!

HKAS 24 (Revised) Related Party Disclosures*

HKAS 32 (Amendment)  Classification of Rights Issues?

HKFRS 1 (Amendment) Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time Adopters®

HKFRS 9 Financial Instruments®
HK(IFRIC)-Int 14 Prepayments of a Minimum Funding Requirement*
(Amendment)
HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity
Instruments®

L Effective for annual periods beginning on or after 1 July 2010
and 1 January 2011, as appropriate

2 Effective for annual periods beginning on or after 1 February
2010

2 Effective for annual periods beginning on or after 1 July 2010

& Effective for annual periods beginning on or after 1 January
2011

& Effective for annual periods beginning on or after 1 January
2013
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

2.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets and
will be effective from 1 January 2013, with earlier application
permitted. The Standard requires all recognised financial
assets that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be measured
at either amortised cost or fair value. Specifically, debt
investments that (i) are held within a business model whose
objective is to collect the contractual cash flows and (ii) have
contractual cash flows that are solely payments of principal
and interest on the principal outstanding are generally
measured at amortised cost. All other debt investments and
equity investments are measured at fair value. The application
of HKFRS 9 might affect the classification and measurement
of the Group’s financial assets.

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

Segment information by operating segment is presented
below:

For the six months ended 30 June 2010

HEEESS
B ISR MIEE

Bz —FT—FFNA=1HIFNEA

2. FESFHHX (B)

EEMBHRELENESREMTASIAT
FHSREEDHENGTEZHBRE L&
R-ZE—=F—HA—BER JFr2A1E
A o ZEAERET B G LR EIR S
MTH: BRLFTELENNAA SRR
TREERBHAAKRAAENE - LE
B (AEEERRAERRERNEHEL
FERMERINAREERE RAEZHE
MEaRBREERMEENERRE —Rig#
AT E - FTAHMEFRERERR
BARAREFE - RABEMBREE
AEORAEREASESREEN DA
KEtE o

ARBEFEY - KAHEM# REEFT
BH| - BRI AR BHARENRERTE
AR BERFE

REES B HOBEAHZRIT -

BE-Z-ZHFX<A=1tHLKEAA

Optical Optoelectronic Optical Segment
components products instruments total  Elimination Consolidated
XERH KEEMR KEER DA Eid ey
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRE AR%TR AR%TRE AR%TR AR%Tr AR%®TR
(unaudited)  (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(RRER) (REBERK) (RREK) (REE%) (REER)  (REER)
Revenue WA
External sales 9NEB $H & 407,366 333,766 92,814 833,946 - 833,946
Inter-segment sales 3 &6 ] $5 & 44,735 1,393 69 46,197 (46,197) =
Total #2%8 452,101 335,159 92,883 880,143 (46,197) 833,946
Inter-segment sales are charged at prevailing market rates. DEEHERRITHEAR o
Result ¥%&
Segment profit 9325 A 55,329 11,475 17,649 84,453 - 84,453
Unallocated expenses & 2 BB (18,433)
Profit before taxation Bt A &l 66,020
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Notes to the Condensed

Consolidated Financial Statements

FOR THE SIX MONTHS ENDED 30 JUNE 2010

3.

SEGMENT INFORMATION (Continued) 3.

For the six months ended 30 June 2009

HEE RS
B ISRMIEE

BE T FFNA=FHIENEA

DEER (&)

BE_TZENFARA=1THIAER

Optical Optoelectronic Optical Segment
components products  instruments total Elimination ~ Consolidated
HEZH HEEM TR R D Eb A 3 e
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTRT ARETE ARETT ARETT ARETR
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REER)  (REER) (KEER)  (REER) (REER)  (REER)
Revenue A
External sales YME0$H & 249,526 250,160 47,623 547,309 - 547,309
Inter-segment sales 7 ZhfEl 84 & 31,679 857 50 32,486 (32,486) -
Total 278 281,105 251,017 47,673 579,795 (32,486) 547,309
Inter-segment sales are charged at prevailing market rates. DESRHE RIBITMEARK -
Result ¥%&
Segment profit 9325 7 20,657 12,826 3,443 36,926 - 36,926
Unallocated expenses & 2 B FS (7,567)
Profit before taxation B Al 7 29,359

Segment profit represents the profit earned by each segment
without allocation of central administration costs, directors’
salaries, finance costs, impairment recognised in respect of
goodwill, share of result of an associate and loss on deemed
disposal of partial interest in a subsidiary.

OTHER INCOME AND GAINS 4.

7 BB M e R & D &

BATERERE & A - B3

BEOPRITHAAEN EFHE  BEX
R BHEIAFERE BHEBEAREE
FAGEH BB AR B R E 18

HAth A R U &

Six months ended 30 June
BEAA=1THIAEA

2010 2009
—E-2F —ETNEF
RMB’000 RMB’000
AR¥TR AREFTT
(unaudited) (unaudited)
(REEZ) (REEZ)

Change in fair value of financial assets designated as at fair value

through profit and loss

BAREFABRRZERMEELANERD - 6,134
Government grants B8 Bh & 3,217 7,339
Bank interest income £R77H 2 UL A 11,759 2,259
Mould income & E A 890 =
Net gain on sales of scrap materials $5& B £l Ut 25 % 58 394 181
Others Efth 2,168 745
Total #2%8 18,428 16,658
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

IMPAIRMENT LOSS RECOGNISED IN
RESPECT OF GOODWILL

During the period ended 30 June 2010, the Group recognised
an impairment loss of RMB8,097,000 (the corresponding
period in 2009: Nil) in relation to goodwill arising on
acquisition of Power Optics Company Limited (“Power
Optics”). The main factor contributing to the impairment of
the cash-generating unit was the delay of new product line
for the optical components product. No write-down of the
carrying amounts of other assets in the cash-generating unit
was necessary.

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 17% (2009: 14%). 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.

INCOME TAX CHARGE

HEE RS
B RMIEE

BE_—FT—FFNA=1HIFNEA

5.

EREANEERESR

RBE-_ZE—ZTFA=+HIHH -
REERWENELZERAR ([HE
KB EENHERRAREBEBEARE
8,097,000t (ZZEZTNFRH : T) o %
REEEBMRBENETZERZALETH
EmNNEESEHRRE ZREELSE
7 A E Ath & B 7 BR T (B /A MURL

Itk B8 {7 AT U () & R R 2 B ERT B 7 0A 2K
BE - WIHAERBRESRERANITX -
ZEAEEREREBREZDFRMH
BRI YEFMER/IT% (ZFTNEF:
14%) - NEXBENRSREERFHER
PA2 5% IBTEIRRE S < EIBRFIHK
BHEXZRERTEAEHFNIERE
ZMmELRE - RREREETEHEM
FRRERS R EEHEHEREMENRE
BEOReRAHHEML - ZRERBRIEZ
BUMBENEENEREUTSNER
EHmETE -

FriEHixx i

Six months ended 30 June

BEANA=THILLAEA

2010 2009
—g—8F —TTNF
RMB’000 RMB’000
ARBTT AR¥BTTT
(unaudited) (unaudited)
(RBER) (REEE=Z)
Current tax: BVEAF:IE :
— The People’s Republic of China (the “PRC”) Enterprise
Income Tax calculated at the prevailing tax rates
—ABRIMEFEZREARKME ([FE])
BERAEN 15,099 6,274
Deferred tax: {ELEFIE :
— Current period — ZHAR 867 2,971
15,966 9,245

For both periods of six months ended 30 June 2010 and 30
June 2009, the relevant tax rates for the Group’s subsidiaries
in the PRC ranged from 12.5% to 25%.

Sunny Optical Technology (Group) Company Limited X285 (%£E) BRAF / Interim Report 2010 H #RE

HE_Z-ZTFEXA=Z1TAR_ZZTAF
NAZTHENFEAMESRRE  AEEH
BIMI B A R MBI E N F12.5%F25% °



Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

7.

PROFIT FOR THE PERIOD

HEE RS
B ISR MIEE

Bz

7.

—E-FFENA=THIENEAR

HA 7 A

Six months ended 30 June
BZEANA=1THIXEAR

2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
AR¥T T AREET T
(unaudited) (unaudited)
(REEZ) (RE&FEZ)
Profit for the period has been arrived at after charging (crediting):
BAER 240k (FFA) T3IRIE ¢
Staff’s salaries and allowances & B 7% ;285 144,552 96,869
Staff’s contribution to retirement benefit scheme & 8 & k%@ |5 2 5x 10,604 9,294
Total staff costs B TR A #%58 155,156 106,163
Auditor’s remuneration 4% £x&M B & 1,125 1,249
Depreciation of property, plant and equipment 4% - # 22 MR EITE 43,071 39,927
Release of prepaid lease payments F&{ #8 4 # 5] 251 251
Amortisation of an intangible asset 74 & # 4 2,005 1,471
Allowance for bad and doubtful debts 322 BRH# #5 2,003 752
Reversal of allowance for inventories 17 & # {2l (442) (5,862)
Net foreign exchange losses JMNE E518 %58 1,752 2,621
Net gain on disposal of property, plant and equipment
HEWE - R REHENHNE TR (590) (443)

EARNINGS PER SHARE

The calculation of basic earnings per share for both periods
is based on the profit for the period attributable to owners of
the Company and the weighted average number of shares
990,118,000 (2009: 1,000,000,000). The number of shares
for the current interim period has been arrived at after
eliminating the shares of the Company held under the share
award scheme as detailed in note 16.

The computation of diluted earnings per share for the current
interim period assumes the effect of unvested awarded
shares under the Company’s share award scheme since their
vesting would result in a decrease in earnings per share. The
calculation is based on the profit for the period attributable
to owners of the Company. The weighted average number
of ordinary share for the purpose of diluted earning per
share for the current interim period increase by 489,000 to
approximately 990,607,000.

No diluted earnings per share is presented in 2009 as the
Company did not have any potential ordinary shares in issue
during prior period or at the end of the prior reporting period.

BRER

ZWMEBRENERERZF THIREAR
N B IR FEAG B s A K AR 1 00 i
9 #990,118,000/% (= & & N F:
1,000,000,0008%) #H& o RAZ A HREA R A
IR0 8 B &K FIBR IR IR AR 0 22 B AT &8 (FF18
EHRMIFE16) HEMNEARARROEED -

RARHHENSRES R JE&T
KA Rw Bty BB ET &8 oK 58 R A D
MEE DAZFBEERSRATR
Lo BRAEGRIDERAREIRE AE
HEARE NS - MRETE A HIERE A
B iz 58 28 N 10 3 53 AR 0 42 25 B
489,000/% % £9990,607,000/% °

HRARRRBERAEXBEBEREH
RIEEMEEDETLEBE - MARQF
R-ZZZNFAXREFNSREFERF)
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

9.

10.

11.

HEE RS
B ISR MIEE

Bz

—E-FFENA=THIENEAR

DIVIDENDS 9. KRE
Six months ended 30 June
BZEXRA=THLAEA
2010 2009
—E-2F —EETNEF
RMB’000 RMB’000
AR¥T T ARBTTT
(unaudited) (unaudited)
(REER) (REEEZ)
Dividends recognised as distribution during the period:
HAR RN ZIRE -
Final dividend paid for 2009 of RMB2 cents
(2009: RMB2 cents for 2008) per share
ENZZTNERAREERARK 2D
(Z2ThF : ZZZN\FARK2S) 20,000 20,000
The directors do not recommend the payment of an interim BEEERIRBEE_ZT—ZF A=
dividend for the six months ended 30 June 2010 (2009: nil). THIEANEANPEHRE (ZETNF
) e
PROPERTY, PLANT AND EQUIPMENT  10. ¥ - B RRE
During the period, the Group acquired approximately RMB40 REBA - AEBERREAEEESRT B
million (the corresponding period of 2009: RMB27 million) BEEXEERERERLEEREAAR
manufacturing equipments and construction of manufacturing 40,000,000 (ZETNFRHE : AR
plants, in order to upgrade its manufacturing capabilities. 27,000,0007T) °
In addition, the Group disposed of certain of its plant and o REEBEHEEREEEBEOARK
equipment with a carrying amount of approximately RMB1 1,000,000 (ZEZT N FREF: ARK
million (the corresponding period of 2009: RMBS8 million). 8,000,0007T) K& THLES KRk o
INTEREST IN AN ASSOCIATE 11. RBEE QR NER

As at 30 June 2010, the Group held approximately 26.16%
interest in _E/ERFARSARIMT AR AR ([_L/BEEFZ]) which was
acquired on 4 January 2010 at a consideration of approximately
RMB20,050,000. /8 F2 engages in manufacturing and selling
of closed circuit televisions. During the period ended 30 June
2010, the Group recognised share of loss of an associate of
approximately RMB2,375,000.
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

12.

13.

TRADE AND OTHER RECEIVABLES
AND PREPAYMENT

The Group allows a credit period from 60 to 90 days to its
trade customers. The following is an aged analysis of trade
and bill receivables at the end of the reporting period:

HEE RS
B ISRMIEE

BE T FFNA=FHILNEA

12. E5

AR

Zt)ﬂﬂ&
i#w

+>r

i”§

H i FE W KR

EFE 5 EF60HEEHMEE

H e LATZ%B’W&iEHE%f%EH%AIE&E

WRRARRER DT -

30 June 31 December
2010 2009
—E-ZF —EENEF
~NA=+H +t-—HA=1+—H
RMB’000 RMB’000
AR¥ET T AREFIT
(unaudited) (audited)
(REEZR) (&%)

Trade receivables & 5 & U 18
Within 90 days 90K AN 296,873 243,661
91 to 180 days 91E 180K 19,400 10,684
Over 180 days 180K A E 1,130 2,488
317,403 256,833

Bill receivables & W Z1E

Within 90 days 90K AN 55,766 52,801
91 to 180 days 91£E180K 9,263 32,530
65,029 85,331
Other receivables E fth & Yg Fk I8 40,777 33,410
423,209 375,574

TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables at the
end of the reporting period and the credit period taken for

3. EZREMENKE

AT RREEHIRE SRR R D
i AEBEZ B 5EE - REREHIORA

the trade purchases is typically within 90 days. REEH -
30 June 31 December
2010 2009
—E-ZF —ETNEF
ANA=+H +t=-—A=+—H
RMB’000 RMB’000
AR¥T T ARBFIT
(unaudited) (audited)
(REEZ) (&%)
Trade payables & % [E{ 5A
Within 90 days 90K A 214,468 204,052
91 to 180 days 91E180K 20,844 7,971
Over 180 days 180&LA E 2,284 230
237,596 212,253
Payables for purchase of property, plant and equipment
BEWE MBS RFEENKIE 7,325 5,764
Staff salaries and welfare payables B~ 8 T# & K@ Al 33,784 47,414
Advance from customers & F & 5 IE 6,809 5,163
Value added tax payables and other tax payables JE (3G (B 75 Ko HLAth FE (< A0 18 1,846 7,408
Deferred income EEU A 1,000 1,000
Others Efth 20,353 15,030
71,117 81,774
308,713 294,027
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

14. BANK BORROWINGS

During the period, the Group obtained new bank borrowings
in the amount of approximately RMB96,030,000 (the
corresponding period of 2009: RMB37,691,000). The
proceeds were used to meet short-term expenditure
needs. Repayment of bank borrowings amounting to
approximately RMB20,130,000 (the corresponding period of
2009: RMB22,229,000) were made in line with the relevant
repayment terms.

15. SHARE CAPITAL

HEE RS
B ISR MIEE

Bz _—FT—FFNA=1HIFEA

14. $RITEE

REIA - AEBESIIZRITEEHAR
#:96,030,0007C (ZZEZENF R : AR
#37,691,0007T) ° 2 E K IEAIEENRE
HAXHE AEEREERITEEHNA
R #20,130,000c (ZZEZ N FRHE : A
R#22,229,0007T) * 6 B BEFIR

15. IR
Number
of shares Amount Equivalent to
RO EE EE HER

HK$’000 RMB’000
TAT ARBTT

Authorised: JAE :
Ordinary shares of HK$0.1 each as of
1 January 2009, 31 December 2009,
1 January 2010 and 30 June 2010
W-_ZEZHAE—F—HB  —BFhE+-_A=1+—8 -
—E-ZF-A—HERZZE—ZFA=1H
BREMBE0. VBT EBER

100,000,000,000 10,000,000

Issued & fully paid: B 217 REE :
Ordinary shares of HK$0.1 each as of
1 January 2009, 31 December 2009,
1 January 2010 and 30 June 2010
W_ETNF—H—QH" :;?%Ejl¢+—ﬂ:+—a .
:T ZF-HA-—BKZZE—ZFXRA=1+H
BREECABITH LB Hﬁ

1,000,000,000 100,000 97,520
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

16.

SHARE AWARD SCHEME

The Company adopted The Sunny Optical Technology
(Group) Company Limited Restricted Share Award Scheme
(“Share Award Scheme”) on 22 March 2010 (“Adoption Date”)
with a duration of 10 years commencing from the Adoption
Date. The objective of the Share Award Scheme is to provide
the selected participants including directors, employees,
agents or consultants of the Company and its subsidiaries
(the “Selected Participants”) with an opportunity to acquire
a proprietary interest in the Company; to encourage and
retain such individuals to work with the Group; and to
provide additional incentive for them to achieve performance
goals, with a view to achieving the objectives of increasing
the value of the Company and aligning the interests of
the Selected Participants directly to be the owners of the
Company through ownership of shares. The Group has set
up The Sunny Optical Technology (Group) Company Limited
Restricted Share Award Scheme Trust (“Trust”) to administer
and hold the Company’s shares (“the Shares”) before they
are vested and transferred to Selected Participants.

Upon granting of shares to selected participants (“Restricted
Shares”), the Trust purchases the Company’s shares being
awarded from the open market with funds provided by the
Company by way of contributions. Restricted Shares granted
under the Scheme are subject to a vesting scale in tranches
of one-third to one-fifth each (as the case may be) on every
anniversary date of the grant date starting from the first
anniversary date until the third to the fifth anniversary (as the
case may be). The vested shares are transferred to Selected
Participants at no cost except that the expenses attributable
or payable in respect of the transfer of such shares of the
Company shall be borne by the Selected Participants.

The grant of Restricted Shares is subject to acceptance by
the Selected Participants. Restricted Shares granted to but
not accepted by the Selected Participants shall become
unaccepted shares. The Trustee may use any remainder of
cash and non-cash income received by the Trust in respect
of the Shares held upon trust to purchase additional Shares
after defraying all expenses incurred by the Trust prior to
the purchase of additional shares. The Trust shall hold the
additional shares, unaccepted shares and unvested shares
upon trust and may make any grant to existing or new
Selected Participants after receiving instructions from the
Administration Committee.

The fair value of Restricted Shares awarded was determined
based on the market value of the Company’s shares at the
grant date.

HEE RS
B ISRMIEE

BE T FFNA=FHILNEA

16. R RETE

ARRIER=ZZE—ZF=A=+=A ([#
MBE]) FMTRFLERE (KB) &
PR A 7 52 BRI B 15 2 B at & ([ 1 22 B
TE D) ZEtEEEMEBRERSE+TFE
e BRpRENGTEI B AR RSEE
(BEEE - EE AARREETHEBAR
AIMARESER) ([FELHEE ) — @
BEARRBEARZNEE  HE)RIES
RASEE TEMERIAL  REIMNESF
SFEEEREEBIEZ  EBREAARRQF
BEMNEZR WEEBEARD - FRFE
SEEMNBEREAARBRENEREEE
89 - AEBER U AFAERE (£E) &
PR A RS2 PR HIR (0 2Bt 8= 5T ([{55E))
NEBREFEEARAKRG (K] BEE
R ERE R R R -

ERRE2EER DR ([ZEHIRRD 1)
B EREARAMS EEERTREZA
NERRD - XHARB AT ARHE
T o RBAHERONZRBBDBE LB
H-BFEEEEAZE=FER (REN
) EAF B HE - SEBFHOHER
B=n2Z—Z2hnz— (RIFENME) B
RBIRD - B R EH I BEEE T RE
2EE  ERESREAAEEREARA
B (G KRB HIRY -

BHZR RO AFFESEEZNTT A
FE - RTHESEEETERRNZR
BB D B N EZ AR - ZFEARTBAIA
E5E7 AR A AT ERE(3R & M IF3R
TWABERIIND - BEBEEREINND
REAEXMERNAERX - E/BNRE
ETAFARIN - NERAB D MR
BER)  THEEEZESNET AR
BRIOFFE2EERHZERD -

ERRBHXRHIBRDNAABRAAF
BORE L BT EETE
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

16. SHARE AWARD SCHEME (Continued)

Movements in the number of Restricted Shares granted and

related fair value are as follows:

HEE RS
B ISR MIEE

E_FE-FFENNH=1HINEA

16. R{TRBETE (F)

EREXRHIBMDOEE RERBEAAE

As at 1 January 2010 R=ZE—=

Granted B H

As at 30 June 2010 R=—Z—ZTF XA

BT -

Unaudited

R EZ
Weighted Number of
average Restricted
fair value Shares
(per share) granted
BmE BREXRE
EHRAR D& B
HK$ ('000)
BT T
1.637 33,560
1.637 33,560

The equity-settled share-based payments charged to the
profit or loss was RMB1,983,000 for the six months ended
30 June 2010 (the corresponding period of 2009: Nil).

17. CAPITAL COMMITMENTS

BE-_Z—ZFA=tHIEANEA B
BailBRr N EREERDNRABARE
1,983,0007C (ZZEZNFRH : T)

17. EAREIE

30 June 31 December
2010 2009
—g-8F _—TIhF
AA=+H t-A=t-8
RMB’000 RMB’000
ARBTT AR¥TTT
(unaudited) (audited)
(RBER) (fe&%)
Capital expenditure in respect of acquisition of property, plant and
equipment contracted for but not provided in the condensed
consolidated financial statements
EATAERNERGE M RRBEHNYE
28 K B2 A U IE AR A B AR B 2 8,889 3,836
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Notes to the Condensed

Consolidated Financial Statements

FOR THE SIX MONTHS ENDED 30 JUNE 2010

18. RELATED PARTY DISCLOSURES

(@)

HEE RS

B ISRMIEE

BE T FFNA=FHILNEA

Names and relationships with related parties during

the periods are as follows:

18. BEATHE

HINEATAE R EREEALH
BRI T

Name Principal activities Relationship

A TEEH R

Sunny Group Limited (“Sunny Group”) Investment holding A substantial shareholder of the Company
RFEEERAR ([RTEE]) REER ARANEERRZ —

Ningbo Sunny Electronic Limited
(“Ningbo SST”)
ERFEFTETAERAR ([ERATHE])

Shanghai Shuangquan Scientific Instruments
Company Limited (“Shuangquan”)
HRERNEESERAE ([£E])

Yuyao City Jiahua Optoelectronic
Components Factory (“Jiahua’)
SRk R L ERAEER ([ ])

Yuyao City Urban Fanxing Electrical
Appliance Factory (“Fanxing”)
Bk R S EE R ([HH])

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

S mERLERSERAT ([RFA))

Yuyao City Xingli Optics Instruments Factory
(“Xingli”)
gk B S 2R ([ 8z )

B RFH AR AR (‘Sunny Machinery’)
EREFERERAT ([FFHR])

3S Hi-Technologies Co., Ltd (“3S Hi-Tech”)
FERFERAERMBRAR
([EzxE])

BUMHENBREERAE ((RERE))

esll]

Du Guorong, Zhu Xinggiang, Wu Qun,
Zhong Zhiwen (“Minority Shareholders”)
HEIR - KR RE - HEE (P8RR])

LERERARMARAR ([ L8RT])

Manufacture and sale
of telescopes and riflescopes
HEREEEREREER

Distribution and sale
of scientific instruments

D RMHER B

Manufacture and sale of parts
for optical instruments
FEREELEERDY

Manufacture and sale of hardware

and plastic components

HEREEREREBTH

Manufacture and sale of parts
for optical instruments

LERHE PR DT

Manufacture and sale of parts
for optical instruments

HERBE P ERR B

Manufacture and sale of
telescopes and riflescopes
HEREEERENHESR

Distribution and sale
of scientific instruments
DIEAHER SR

Manufacture and sale of parts
of optical instruments

HERBELPERDI

N/A
Tam

Manufacture and sale of closed
circuit television

HERHEMRER

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

Beneficial interest held by a family member
of non-controlling interest

R BERRENAR

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

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

ARAERRERRERBAEHIN AT

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

ARRESREERAZBAEHNAR

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

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

Company controlled by Sunny Group
EFEEMEN AR

Beneficial interest held by a family member
of the Company’s director, Mr. Ye Liaoning with
significant influence on the Group
ARREEREER A REER BN AR
(WEEBAREAYEN)

Minority shareholders of Sunny Hengping
with significant influence on the Group

RTETERNIERE
(HX&BAFEAYEN)

An associate of the Group
AEEHE AT
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Notes to the Condensed

Consolidated Financial Statements

FOR THE SIX MONTHS ENDED 30 JUNE 2010

18. RELATED PARTY DISCLOSURES
(Continued)

(b) Transactions with related parties:

HEE RS
B ISR MIEE

Bz _—FT—FFNA=1HIFEA

18. BEALHE (&)

(b)) HEEEALRS:

Six months ended 30 June

BEANA=THILAEA

2010 2009
—g-%F —TINE
RMB’000 RMB’000

AR®BTT ARBTTT
(unaudited) (unaudited)
(REEZX) (ARG EZ)

Sales of goods (Note 1) $§&EEm (ME1)

Ningbo SST )i 52 FRHY 3,571 1,158
SR B, 22 2,943 -
EBER 1,667 -
Shuangquan & 566 328
Xingbang 3 341 69
3S Hi-Tech B} E - 1
Xingli 8237 - 2
9,088 1,558
Purchase of raw materials (Note 1) BB RE# 8 (FizE1)
Ningbo SST )i 5 FRHE 5,739 2,843
SR B, 22 4,615 -
Xingbang 3 2,771 955
FEEE 1,366 =
Sunny Machinery & # 686 813
Xingli #37 360 412
Fanxing &3 405 104
Jiahua =% 16 =
15,928 5,127
Property rental expenses (Note 2) % & X H (Fi52)
- Sunny Group — 2#F 5% E 2,055 1,894
Notes: BdsE -
(1) The transactions were entered into in accordance (1) ZEZXSIRBHEBATHEDN
with the terms agreed by the relevant parties. TRFRHEST ©
2) The property rental expenses were charged based on 2) MERESAI HRBEHEBA L

the terms agreed by the relevant parties.

195 5E B fER SRR
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Notes to the Condensed

Consolidated Financial Statements
FOR THE SIX MONTHS ENDED 30 JUNE 2010

18. RELATED PARTY DISCLOSURES
(Continued)

(c) At the end of reporting period, the Group has the

HEE RS
B ISRMIEE

BE T FFNA=FHILNEA

18. BEATHE (&)

© RBEPHR TREHEBEAL

following significant balances with related parties: MEREHRIAT -
30 June 31 December
2010 2009
—E-2F T NF
AA=+H +—HA=+—H
RMB’000 RMB’000
AR®T T ARETTT
(unaudited) (audited)
(REER) (e EZ)
Current assets: RENEE :
Amount due from a related party f& Uk #iE A + 5018
Shanquan # [ - 12
Sunny Machinery &5 #4 101 =
101 12
Current liabilities: iZB (& :
Amounts due to related parties FE{fEdE A 508
Ningbo SST )i 52 FRHY 3,104 3,666
T B Y B2 1,552 277
Sunny Machinery &5 H#H, - 266
Fanxing &8 328 215
Xingli 37 247 463
Sunny Group T4 & 35* 41~
Jiahua £ 23 20
Xingbang EFB 1,907 1,817
7,196 6,765

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 | BRZBBERIES

HEE S -
ZETBRELR
REFERE -

HitbBBEHREHME -

R ENARE
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Notes to the Condensed SEEE
Consolidated Financial Statements  Bf XKzt

FOR THE SIX MONTHS ENDED 30 JUNE 2010 BE—_FT—FFA=+HIE A
18. RELATED PARTY DISCLOSURES 18. BEATHE (&)
(Continued)
(d)  Compensation of key management personnel d FEBEBABHM

Six months ended 30 June

HEANA=THILAEA

2010 2009
—E-2F —ETETNEF
RMB’000 RMB’000
AR¥T T ARBTTT
(unaudited) (unaudited)
(REER) (REEEZ)
Short-term benefits 52 #A4& F 5,737 4,904
Post-employment benefits B 5 1% 18 7l 1,012 383
6,749 5,287
The increase in compensation of key management TEEEAETFMEREEZE T
personnel compared with the six months ended 30 NERNA=ZTBHIEANERBFATE
June 2009 was due to the increase in the number K DEEHRNBRNEBAEHE
of subsidiaries and related management members REBAEBEEEASLIN B
within the Group which resulted in the increase of B 35 0 49 A IR #51,462,0007T FT

approximately RMB1,462,000 during the period. o

19. EVENT AFTER THE END OF THE 19. FHIRSIH
INTERIM PERIOD

There have been no material events after the end of the KA EIERE - WERAZ I EREE Y
interim period which require adjustment or disclosure in the BHRRELDABRIREFELEE EE

condensed consolidated financial statements. FIREAE o
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BB

2E) » FAERT GETADTT
PR =D

Cr e
EEREARAT
FEERRIT

RERERTTHR T
EBERBITEENTT

FTERDBFRERETE

Butterfield Fund Services (Cayman) Limited
Butterfield House, 68 Fort Street,

P.O. Box 705, George Town,

Grand Cayman, Cayman lIslands

ERARZBRIE
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BB BT

2R REHE1835
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