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For the year ended 31 December
BE+-A=1t—HLEE
2008 2007 2006

—EELF —ETREF

Consolidated

Ha
Operating results &E& ¥4
Revenue WA 1,309.6 1,267.1 1,381.9 900.7 588.3
Gross profit &) 274.0 250.8 376.6 247.8 180.4
Finance costs gi#& XA (1.9) (0.1) (3.8) (2.9) (4.7)
Profit before taxation B 7% Bl £ 99.7 88.7 236.3 166.0 123.2
Income tax charge F15 74552 (12.8) (12.1) (10.4) = (14.6)
Profit for the year R & 7| 86.9 76.6 225.9 166.0 108.6
Attributable to: 578 :
— Owners of the Company
VNN 8 91.9 78.4 225.4 117.2 82.4
— Minority interests
DHIR RS (5.0) (1.8) 0.5 48.8 26.2
86.9 76.6 225.9 166.0 108.6

Earnings per share (in RMB)
BREF (ARH¥) 0.09 0.08 0.25 0.20 0.15
Assets and liabilities EER A&
Non-current assets JEiR & &E 537.8 542.7 441.0 312.7 226.8
Current assets &) & & 1,284.0 1,069.3 1,127.6 472.7 461.2
Total assets BEE&E 1,821.8 1,612.0 1,568,6 785.4 688.0
Bank borrowings $E/TEE 55.9 35.5 - = 104.1
Other liabilities H & & 316.5 210.2 273.6 430.5 252.3
Total liabilities & & & & 372.4 245.7 273.6 430.5 356.4
Net assets EEFEH 1,449.4 1,366.3 1,295.0 354.9 331.6
Equity attributable to owners of the Company
ViN/NEI)iE W fa Fa 1,416.2 1,342.7 1,288.8 354.9 190.5
Minority interests 4> St R AE 5 33.2 23.6 6.2 = 141 1
Total equity #EZH# % 1,449.4 1,366.3 1,295.0 354.9 331.6
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For the year ended 31 December
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Key Financial Ratio = E it =
Gross profit margin (%) FEF & (%) 20.9 19.8 27.3 27.5 30.7
Net profit margin (%) 41 Fl) 2= (%) 6.6 6.0 16.3 18.4 18.5
Gearing ratio (%) B &L % (%) 3.1 2.2 - = 15.1
Current ratio (times) R8I LK (%) 3.8 4.9 4.1 1.1 1.6
Quick ratio (times) BB L & (fF) 3.4 4.3 3.6 0.8 1.4
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Dear Shareholders,

Sunny Optical Technology (Group) Company Limited (the “Company”,
together with its subsidiaries, the “Group”) is pleased to present to
our shareholders the annual results for 2009. Despite unfavorable
business environment during 2009, the Company’ overall performance
achieved stable growth.

BUSINESS REVIEW

During the year, confronted with the global economic slowdown, the
Company implemented various effective measures, including the active
strengthening of the business relationship with existing customers,
the expansion of client base and exploration of new income sources.
Meanwhile, the Company strived to enhance its internal management
standards by comprehensively promoting the “Lean Production” model
during the year. Although the Company’s results were affected by
the current global economic recession, it also gave the Company an
opportunity to implement its strategy of “Transformation from Quantity
Expansion to Quality Improvement” profoundly. The Company’s
research and development (“R&D”) capacities on new products and
technologies were enhanced, production and quality control were
further improved, which enabled us to provide our customers with
more premium products and technical services and support, and thus
created better values for our customers, consolidated and improved
the Group’s position in the industry. In spite of the volatile market,
we always strive to meet these market challenges with improving
operational performance. Reviewing 2009, the Group made different
levels of achievement in all aspects:

For the expansion on client base and market, the Group gave full
support to customers’ efforts in launching new products and exploring
markets based on the spirit of riding out hardship with clients. This
practice helped to deepen the business relationships with existing
customers and made us the primary supplier of several well-known
branded customers. Despite the difficult market environment, we
succeeded to attract 22 new important customers, which included
Canon (Taiwan), Fujitsu, etc. thereby further broadening our client
base. In order to expand our businesses in Bohai Bay Area, the
Group established its fourth production base in Tianjin in May 2009.
The production base generated profits within two months after its
establishment.
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Our three major business segments, namely optical components,
optoelectronic products and optical instruments, accounted for 48.7%,
41.7% and 9.6% of our revenue respectively. We have upgraded
our existing products and technologies involved in these three
business segments so as to maintain the Group’s leading position
in the industry. At the same time, we have endeavored to explore
new business opportunities, and prepared for the mid-to-long term
development in all of these three business segments. In particular,
the optical components business segment has started the R&D of
stand-alone and embedded micro-projectors while the optoelectronic
products business segment has completed the development of several
security surveillance cameras. The optical instruments business
segment has also completed the development of a variety of mid and
high-end optical microscopic, surveying and analytical instruments.

OPERATIONAL PERFORMANCE

Amidst the global financial crisis, the optoelectronic industry was
adversely affected while the external industrial environment in 2009 was
more challenging than that in 2008. In response to the unprecedented
challenges and impacts, the Group made concerted efforts to expedite
its business mode transformation and upgrade, to explore new revenue
sources and to strictly control various expenditures, so as to exercise
effective control over internal operating costs. At the beginning of
the year under review, the Board of Directors (the “Board”) of the
Group proposed a guideline of “Breakeven in January, Make profit
in 1st quarter and Achieve annual objectives in the whole year”. With
excellent execution and joint efforts of the management team and
the staff across the Group, the guideline was successfully carried
out. Braving the adverse environment, the Group applied aggressive
initiatives such as proactively promoting the “Lean Production”
model, thereby achieved remarkable results. With improvement and
stabilisation of the global economy, the Group’s overall operations
demonstrated good momentums of recovery.

The Group’s revenues increased by 3.4% during the financial year
2009 to approximately RMB1,309.6 million. Profit attributable to
owners of the Company increased by 17.3% to approximately
RMB91.9 million, while basic earnings per share increased by 17.3%
to approximately RMB0.09. The Board has proposed a final dividend
of RMBO0.02 per share.
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AWARDS AND RECOGNITIONS

The spirit of “Striving for excellence and Never give up” exhibited by
our management in 2009 has not only affected every employee, but
also received favourable comments from many customers. We are
widely recognised for our quality products and excellent services,
including the “2008 Best Supplier” appreciation award from Shanghai
LG Electronics., Ltd. (a company invested by LG of Korea), and the
“2009 1Q Supply Support Award” from Huawei, etc. In addition,
Zhejiang Sunny Optics Co., Ltd., Sunny Optics (Zhongshan) Co., Ltd.,
Ningbo Sunny Opotech Co., Ltd., Ningbo Sunny Instruments Co.,
Ltd. and Shanghai Sunny Hengping Scientific Instrument Co., Ltd. (all
being subsidiaries of the Group) have been recognized as “High-Tech
Enterprise”. Besides, Zhejiang Sunny Optics Co., Ltd. and Ningbo
Sunny Opotech Co., Ltd. have won the awards of “Integrity Enterprise
in Import & Export” title jointly appraised by seven departments in
Ningbo City as a testimony of the good track record and achievements
of the Group in import and export. Ningbo Sunny Instruments Co., Ltd.
was also awarded the title of “100 Integrity Enterprises” by Ningbo
Entry-Exit Inspection and Quarantine Bureau.

The Group is also highly-regarded in the domestic market as well
as in the industry. It was named “Ningbo Top 100 Enterprises”
by Ningbo City Enterprise Association and the Ningbo City
Entrepreneurs Association and nominated as one of the “Ningbo Top
100 Manufacturing Enterprises”. Besides, the Group won the title of
“60th Anniversary of the Founding of the People’s Republic of China,
Ningbo Enterprises with Best Achievements” as a recognition for its
contributions to the country and the industry over the years.
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OUTLOOK

2009 was a tough year for the Group, but pursuant to the concerted
and persevering efforts of the management team and staff across
the Group over the year, our measures to overcome the crisis
have gradually been transformed into operational results. We have
thoroughly applied the strategy of “Transformation from Quantity
Expansion to Quality Improvement” and have it genuinely rooted
into people’s heart. This is the reward we have reaped from the
financial crisis. This will become the Group’s unfailing driving force for
development and will help us to expand rapidly and steadily.

In the coming year, we will continue to strengthen the R&D and
marketing efforts and focus on mobile-phone related products,
products of security surveillance, vehicle imaging and infrared imaging
for the purpose of providing customers with more premium products
and technical services, and enhancing the added value of our
products. In 2010, we will seize the important business opportunities
of the rapid development of 3G services and peaceful community
construction, and will adapt to the market needs and development.

Although the Group’s overall operation is stabilizing and continues
to grow, we remain cautiously optimistic for this year. We will closely
monitor the macro situation, the risk and dynamics of the international
optoelectronic industry while maintaining the awareness of crisis and
risk. We may face many difficulties and uncertainties in the future,
however, they may serve as good challenges for us and give us
strength to carry out our long-term development.

APPRECIATION

Our various accomplishments in 2009 were the direct result of the
combined efforts of our diligent staff. Therefore, | wish to sincerely
thank my fellow Directors and our Group’s employees for their
dedication throughout the year, and their loyalty to the Group in the
hard times. Also, | wish to extend my gratitude for the continued
support of our shareholders, customers and suppliers. We are
committed to delivering future sustainable business growth and
striving to realize all operational targets through the year 2010.

Wang Wenjian
Chairman

Hong Kong, 22 March 2010
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MARKET REVIEW

In 2009, the global economy displayed signs of recovery as a result of
the aggressive fiscal and monetary policies adopted by governments
all over the world.

The unit shipment volume of global handset market increased slightly
when compared with that of 2008. The smartphones staged favourable
growth momentum in terms of shipments while handset camera
modules increased its market penetration. The launch of 3G services
in China has given initial impetus to the demand for handset lens sets
and camera modules with high resolution. This trend is expected to
continue in 2010.

There was also a slight increase in the global shipments of digital
cameras with particularly strong growth in demand for Digital Single
Lens Reflex (“DSLR”). Japanese manufacturers began to implement
the strategy of sourcing in China. The increasing trend of demand for
lenses is expected to continue in 2010.

The demand for optical instruments was undermined by the sluggish
American and European markets and industrial sector. However, given
the increased expenditure on medical and education by government,
demand for such products continues to grow.

For other fields of the Group, such as security surveillance, vehicle
imaging and infrared imaging, the demands recorded a rapid growth. It
is expected that the comparatively fast growing trend will be sustained
in the coming years.
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The Group will closely observe the developments in the market and
adopt effective and appropriate strategies in a timely manner so as
to enhance the quality and profile of products, technologies, services
and the enterprise value.

BUSINESS REVIEW

For the year under review, the global economy was sluggish in the
first half of the year due to the financial crisis. Against the adverse
operational environment, the Group implemented a number of measures
with an aim to maintain its profitability at certain level during the period,
including aggressive expansion of customer base and tightening
internal cost control. First half of the year was the most difficult period
the Group ever experienced since its inception. However, driven by
recovery of macro economy and coupled with improvement in the
internal control measures including “Lean Production” promotion in
the second half of the year, the Group’s performance showed a strong
rebound and recorded a profit growth for the whole year.

In 2009, the Group’s revenue was approximately RMB1,309.6 million,
representing an increase of approximately 3.4% as compared with
the previous year. The increase was mainly due to the strong growth
in the optical components business. The Group will grasp various
opportunities with an aim to maintain the growth trend in the coming
years. Specific strategies are detailed in the section “Outlook and
Future Strategies”.

Sunny Optical Technology (Group) Company Limited X285 (%£8) HR2AF / Annual Report 2009 43§
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Our three major business segments, namely optical components,
optoelectronic products and optical instruments, have upgraded
their respective existing products. These efforts strengthened our
technological leadership in the industry of existing products. The
research and development (“R&D”) of new products will also lay
a solid foundation for broadening of the Group’s revenue sources
in the future. For optical components business segment, we have
started the development of an 8-mega pixel 3X zoom handset lens
set; two types of micro-projectors were awarded “Nation-Supported
Development Projects” by the Korean government; a newly developed
2-light emitting-dioded (“LED”) flash module has commenced batch
delivery; a 12-mega pixel handset lens set with auto-focus function
has accomplished its development process with a utility model
patent obtained; Glass Molding Press (“GMP”) projects have entered
into small batch production process; a variety of infrared lens sets
for vehicles have also accomplished their respective development
process; great breakthrough has been made in automated production
process, leading to further costs reduction. For optoelectronic products
business segment, an 8-mega-pixel handset camera module has
accomplished its development process; certain types of security
surveillance cameras have accomplished their development process;
the Group has established its Security Surveillance Business Unit
which will focus on the marketing of security surveillance products;
the development of medical endoscopes has been completed and
a medical license from the State Food and Drug Administration
(“SFDA”) and a utility model patent had been obtained. The Group
also made achievements in the development of optical instruments:
the time-of-flight mass spectrometer, quadrupole mass spectrometer
and SHP8400PMS automatic on-line mass analyzer have completed
their research process. The latter has become China’s first sampling
and gas pressure mass analyzer within a wide range of pressure
process, forwarding China’s development and production of on-line
mass analyzer to step further.

During the year under review, several of our newly established subsidiaries
performed well. The Group’s Korean subsidiary — Power Optics Co.,
Ltd. began generating profits while a domestic subsidiary — Ningbo
Sunny Automotive Optech Co., Ltd. also started to generate profit.
Ningbo Sunny Infrared Technologies Company Ltd. increased its
sales gradually. Sunny Instruments Singapore PTE. Ltd. completed
the research and development stage and began the production and
sales of 3D optical vision measuring instrument and microscopic
interferometer.
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OPTICAL COMPONENTS

Thanks to the rapid growth of DSLR and the strategy of sourcing
in China adopted by Japanese digital camera manufacturers, the
revenue of optical components increased and contributed a sales
income of approximately RMB637.3 million, representing an increase
of approximately 9.9% as compared with the corresponding period of
last year. This business division accounted for approximately 48.7%
of the Group’s revenue as compared with approximately 45.8% in the
corresponding period of last year.

During the year under review, the Group successfully started mass
production of 2-, 3- and 5-mega pixel handset lens sets with
auto-focus function. These lens sets have enabled the Group to grasp
opportunities present in the 3G and smartphone market effectively.
Meanwhile, for spherical lens business, shipment for small and medium
sized spheric lenses was surpassed by medium and large ones, most
of which were applied in DSLR; the percentage of handset lens sets
volume with 1.3 mega pixel resolution or above has increased to
approximately 41.4%. We have strengthened the relationship with
some of our existing major customers, such as Panasonic, Nikon
and Samsung. We have also started the business relationship with a
US customer with an advanced solar energy generation technology
to provide the coating of aspherical glass lenses and prisms during
the year.

This business segment has obtained 17 patents, of which 9 are
invention patents, 8 are utility model patents, and another 34 patents
are in the process of application.

“Lean Production” was fully promoted in this business segment
and was successful, which was substantial in increasing our gross
margin.

This business segment flexibly reacted to market demands and
secured 14 new reputable customers. In particular, Zhejiang Sunny
Optics Co., Ltd. and Sunny Japan Co., Ltd. jointly won a number of
customers, including Sharp. Sunny Optics (Zhongshan) Co., Ltd. had
successfully entered into the Changwon LG supply chain, it also was
listed as Olympus’s first supplier in terms of lens and Nikon’s first
supplier in terms of DSLR lens.
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OPTOELECTRONIC PRODUCTS

Due to the decline in growth of demand and average selling prices of
handsets, revenue from optoelectronic products business segment
for the year ended 31 December 2009 amounted to approximately
RMB545.6 million, representing a slight decrease of approximately
2.1% over the corresponding period of last year. Such decrease
was mainly due to the fact that most of the Group’s handset camera
modules were manufacturers handsets of domestic brands, which are
dominantly with camera modules of low resolution. Such products
are under fierce competition, leading to a decrease in average
selling prices and smaller shipment volume. This business segment
accounted for approximately 41.7% of the Group’s revenue compared
with approximately 43.9% in the corresponding period of last year.

During the year, the Group had successfully commenced mass
production of the 2-, 3- and 5-mega pixel camera modules for
handset use with auto-focus function, which enhanced the Group’s
supply position in the eyes of domestic 3G handsets and smartphone
manufacturers. The proportion of handset camera modules volume
with 1.3-mega pixel or above increased to approximately 32.0%. The
business relationship with our existing major customers, such as ZTE,
Huawei, Lenovo, K-Touch and Yulong, was further strengthened. In
addition, we have secured 4 new major customers, such as Sharp
and Panasonic. At the same time, the Group has successfully
developed extended depth-of-field (“EDOF”) handset camera modules,
which possess very similar functions but are more cost-effective as
compared with ordinary auto-focus modules. Furthermore, reflow
handset camera modules have been successfully developed. As high
temperature resistance materials are applied to all components of
reflow handset camera modules, handset manufacturers are allowed
to directly weld such modules to the motherboard of handsets using
surface mounted technology (“SMT”), leading to higher production
efficiency, better quality and lower costs. The 3-mega pixel camera
modules with auto-focus function, which was designed using chip on
board (“COB”) techniques, have been recognised by the Ministry of
Science and Technology as one of the national key and new products.
Such camera modules can be applied not only in the handset industry,
but also in fields such as portable media play (“PMP”) and household
surveillance. Currently, the Company has mastered the relevant core
technology of such modules and has commenced mass production.

This business segment has obtained 17 patents, of which 1 is
invention patent, 13 are utility model patents and the remaining 3 are
exterior design patents, and another 12 patents are in the process
of application.

B
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During the year under review, the handset camera modules and the
visual doorphone modules of Ningbo Sunny Opotech Co., Ltd. became
part of the supply chain of some internationally renowned brands
such as Sharp and Panasonic and had maintained a steady monthly
shipment volume.

OPTICAL INSTRUMENTS

Affected by the financial tsunami, the revenue from our optical
instruments business segment further declined in 2009 to approximately
RMB126.6 million, representing a slight decrease of approximately
2.6% over the corresponding period of last year. However, this
business segment concentrated its efforts in exploring the domestic
market during the year, and certain achievements were attained. It is
expected that this business segment will achieve growth in domestic
sales because there is a strong domestic demand on mid-and high-
end instruments. This business segment accounted for approximately
9.6% of the Group’s revenue compared with approximately 10.3% in
the corresponding period of last year.

During the year, the Group completed the R&D of various mid to
high-end optical instruments, including drugs detectors, time-of-flight
mass spectrometers, quadrupole mass spectrometers, 3D optical
vision measuring machines and microscopic interferometers, and
some of these products have even entered to small batch production
phase. At the “Annual Conference of China Scientific Instruments
2009”, the AD04-03 detector for narcotic drugs and psychotropic
substances, which was developed by Shanghai Sunny Hengping
Scientific Instrument Co., Ltd. was recognised as an “Excellent New
Product of Scientific Instruments for 2008”. AD04-03 detector is able
to complete on-site analysis within 5 minutes. It is designed with a
number of core technologies owned by the Group and is protected by
3 patents. It is so far the first detector developed based on the micro
multi-dimensional gas chromatography theory, and has reached a
domestically leading and internationally advanced level. The widened
product range will have a positive impact on the Group in the future.

This business segment has obtained 44 patents in total, of which
10 are utility model patents and 34 are exterior design patents, and
another 9 patents are in the process of application.
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PRODUCTION

The Group currently operates four production bases in Yuyao city of
Zhejiang Province, Zhongshan of Guangdong Province, Shanghai and
Tianjin in the PRC respectively.

In May 2009, the Group invested RMB30.0 million for the establishment
of Sunny Optics (Tianjin) Co., Ltd., its fourth production base, with a
view to provide more convenient and superior services to its customers
in Bohai Bay Area. In June 2009, Power Optics Co., Ltd., a subsidiary
of the Group in Korea, completed the construction of its new building
in Seoul. The new building has a floor area of 5,269.12 sg.m. with
separate office and production areas. The construction of the new
building will also facilitate the localized production of partial products
to cater for the needs of the regional market.

Our manufacturing and production figures in 2009 are positioned
amongst the leading companies in the sector. Production capacity
attributable to each segment as follows:

£ E

AEBEOEREZA DRI BTSRRIk
W EREPWT - EEHRRRT A OEEE
AR -

REBRZZTENF A AHRE ARKS0,000,000
TR RIE P S 5% FH) B PO A A EE B tth — 2R R 22
(K2) BRAR ARISEEMHESIREE S
FEMNEENRE -HR-_ZEZTAENA AEEHH
MEBAR  BEHEXBANERERNIET
ERKER  BFEBEES269.12F 5K &

MAREERYE - BFHNEXBEAREDNHE
a0 B0 2 L f b A E M ST 2 A o

—BRAF  BMMERLEITEN - TRE
T EbER

2009 2008 Change

—“ETHF —ETN\F BE

Lenses 185.0 mn units 180.0 mn units 2.8%
fi0a) 185,000,000 180,000,0004# 2.8%
Lens sets 151.0 mn units 144.0 mn units 4.9%
$R5E 151,000,000 144,000,000E 4.9%
Optoelectronic products 72.0 mn units 72.0 mn units 0%
HEEM 72,000,000 72,000,000 0%
Optical Instruments 199.2K sets 199.2K sets 0%
HEBEREE 199,200 199,20078 0%
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Corporate Honours EEE

AWARDS AND RECOGNITIONS RIFEERT

Sunny Optics (Zhongshan) Co., Ltd. was awarded the “Best Supplier 2008” by Dongguan Samsung Electro-
mechanics Co., Ltd.

BRFAB (P ERAF BE-_TTN\FERZ-_EEHERQF] [EFHER | FR

Zhejiang Sunny Optics Co., Ltd. has received the appreciation award of “2008 Best Supplier” from Shanghai LG
Electronics., Ltd., a company invested by Korea LG in January 2009

I FHEERAANR_ZEZNGF - AKERBILGARREN LBLESEEETARA
R | R

el

W —TENFEES

The trademark of “*” from Sunny Hengping was awarded the “Shanghai Famous Trademark”
RFEINEBER [T FESRE [ DEMEZEEE] B8R

Zhejiang Sunny Optics Co., Ltd., Sunny Optics (Zhongshan) Co., Ltd., Ningbo Sunny Opotech Co., Ltd., Ningbo
Sunny Instruments Co., Ltd. and Shanghai Sunny Hengping Scientific Instrument Co., Ltd. got the certification of
“High-Tech Enterprise”

WIZFTHEBERAR - #THB (PIL) BRAF  BRAETABELEERAR  ERETERBERAR R LEH
FEIHEERARIBGE [ SRR E ]| RE

Zhejiang Sunny Optics Co., Ltd. and Ningbo Sunny Opotech Co., Ltd. were awarded the “Integrity Enterprise in
Import & Export” by seven departments in Ningbo City
MIRFABERARLERZRFAEELARAAESERT LEGAIMIIBAT TN ELOMERE] BR

Ningbo Sunny Instruments Co., Ltd. was awarded “100 Integrity Enterprises” by Ningbo Entry-Exit Inspection
and Quarantine Bureau
ENFRTEHEFARDDESERD AR RBRERETH [BEAELE ] R

Ningbo Sunny Opotech Co., Ltd. was awarded as “2009 1Q Supply Support Award” by Huawei
BEEFHEEEBRAFEEAR T [ ZEZNFEF —ZEFMHEY] &

The Group was awarded as “Ningbo Top 100 Enterprises” and also “Ningbo Top 100 Manufacturing Enterprises”
organised by Ningbo City Enterprise Association and the Ningbo City Entrepreneurs Association
FAEBAEBRERTOEBSERELMEERGERPN [ERARCE|EE RN AE [EREXFRE
%]

The Group received the award of “60th Anniversary of the Founding of The People’s Republic of China, Ningbo
Enterprises with Best Achievements”

AEBERS [FPBERI A+ AFERRAKREE | BHR
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Personal Honours Bestowed on Management Team EEEEAZRE

Mr. Wang Wenjian, Chairman and Chief Executive Officer of the Group, was selected as one of the “Outstanding
Individuals of Ningbo in China Economic Reform”

ARBESERITHAHINELEWER [NERR=TFRAERE] 2 —

Mr. Wang Wenjian, Chairman and Chief Executive Officer of the Group, was awarded “The Outstanding Pioneer
Entrepreneur in 30 Years of Reform and Opening-up in Zhejiang Province”

AEFBEERFITRBHEINELEE NIEANERR=TFEFAELER ] KEBR

Mr. Wang Wenijian, Chairman and Chief Executive Officer of the Group, was awarded “The Excellent Pioneer
Entrepreneur in Zhejiang Province”

AEBEERFTHAREIXELERET [EN\EMIEBFRIELER] KBRS

Mr. Wang Wenjian, Chairman and Chief Executive Officer of the Group, was awarded as “The Excellent
Constructor of Yuyao” by Yuyao Committee of Communist Party of China (“CPC”) and Yuyao Municipal People’s
Government

AEBESERTRAREXELERPHRUT BT ARBRTRE [SRUHELERE | HRE
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FINANCIAL REVIEW
Revenue

Revenue generated from optical components business segment
increased by approximately 9.9% to approximately RMB637.3 million
compared with the corresponding period of the previous year. The
increase was a result of a significant growth in demand for lenses
applied in DSLR. Revenue generated from optoelectronic products
business segment decreased by approximately 2.1% to approximately
RMB545.6 million compared with the corresponding period of the
previous year. The decrease was mainly due to the fact that the
shipment of low-resolution camera modules was depressed by fierce
market competition, which in turn caused a decline in both the average
selling prices and the shipment volume of handset camera modules.
Revenue generated from optical instruments business segment
decreased by approximately 2.6% to approximately RMB126.6 million
compared with the corresponding period of the previous year. The
decrease was a result of the decline in demand from American and
European customers.

The Group’s revenue for the year ended 31 December 2009 was
approximately RMB1,309.6 million, representing an increase of
approximately 3.4% or approximately RMB42.5 million compared
with the corresponding period of the previous year.

Gross Profit and Margin

The gross profit for the financial year 2009 was approximately
RMB274.0 million, an increase of approximately 9.2% compared
to the corresponding period last year and the gross margin was
approximately 20.9%. The increase was mainly due to improvement in
our product mix and the positive efficiency resulted from our persistent
promotion of “Lean Production”.

Selling and Distribution Expenses

For the year ended 31 December 2009, selling and distribution
expenses accounted for approximately 2.4% of the Group’s revenue,
increased by approximately 3.2% or approximately RMB1.0 million
to approximately RMB31.9 million during the year under review. The
increase was primarily due to the increase in costs of selling, marketing
and distribution personnel arising from the growth in sales activities.

Bt % (51 8
BHERA

HEBTHEBHRAREFRE EALI%E
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R&D Expenditure

R&D expenditure, which represented approximately 5.8% of the
Group’s revenue during the year under review, increased from
approximately RMB56.1 million for the year ended 31 December
2008 to approximately RMB75.9 million for the corresponding period
in 2009. The increase was due to the continuous investment in
R&D activities and projects, including security surveillance systems,
aspheric glass lenses, infrared products, mid and high-end new optical
instruments and the upgrading of existing product categories.

Administrative Expenses

Administrative expenses, which represented approximately 7.2% of
the Group’s revenue during the period under review, decreased from
approximately RMB108.0 million during the year ended 31 December
2008 to approximately RMB93.8 million for the corresponding period
in 2009, representing a decrease of 13.1%. The decrease was mainly
attributable to the strengthened budget management on administrative
expenses by the Group.

Income Tax Expense

Income tax expense for the year ended 31 December 2009 increased
to approximately RMB12.8 million from approximately RMB12.1 million
for the year ended 31 December 2008. Such increase came from
the elapse of tax free periods of the first 2 years that some of the
Company’s subsidiaries in the PRC had enjoyed in the previous years
under the applicable laws of PRC as sino-foreign equity joint ventures
and jointly foreign owned enterprises. The Group’s effective tax rate
for the year was approximately 12.8%.

In order to keep the effective tax rate steady, the Company has
successfully applied as hi-tech enterprises for several PRC subsidiaries.
Income tax for hi-tech enterprises is 15% according to the national
policy.
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Tax rates attributable to the Group’s subsidiaries in the PRC are

shown as follows:

2008
—2TNF

TRETASBEETEMBARNERBRE :

2010
—E-ZF

2011
e

* Zhejiang Sunny Optics Co., Ltd. (“Sunny Optics”)
CIRRFRBERAR ([FFHIHE])
* Ningbo Sunny Instruments Co., Ltd.
(“Sunny Instruments”)
* BRERTFESARAA ([FFEE])
* Sunny Optics (Zhongshan) Co., Ltd.
(“Sunny Zhongshan Optics”)
* RFEHXRE (RIL) BRAR ([Z#FHWLKE])
* Ningbo Sunny Opotech Co., Ltd.

(“Sunny Opotech”)
CERRETREEEBERAR ([HFHE])
Ningbo Sunny Infrared Technologies Company Ltd.

(“Sunny Infrared”)
ERBRFAIIMIMARAR ([FRFAIEE])
* Shanghai Sunny Hengping Scientific Instrument
Co., Ltd. (“Sunny Hengping”)
Y EERTFEYNEBERARAR ([RFEFESS])
Ningbo Sunny Automotive Optech Co., Ltd.
(“Sunny Automotive Optech”)
ERAETEHNABRMAERLQA ([FZFTEH L)
Jiangsu Sunny Medical Instruments Co., Ltd.
(“Sunny Medical”)
LEATEESMARAR ([RTIHEE])
Sunny Optics (Tianjin) Co., Ltd.
(“Sunny Tianjin Optics”)
FRBEE (RF) BRAF ([RERE])

12.5%

12.5%

12.5%

25.0%

15.0%

25.0%

25.0%

25.0%

*  Companies were recognized as hi-tech enterprise and obtained the

approvals before the end of reporting period

12.5%

12.5%

12.5%

25.0%

15.0%

25.0%

25.0%

25.0%

15.0%

15.0%

12.5%

12.5%

25.0%

15.0%

25.0%

25.0%

25.0%

15.0%

15.0%

12.5%

15.0%

25.0%

25.0%

25.0%

25.0%

25.0%

o RREHERA ARNBRSRA AEHRMTEE

Rt E

Sunny Optical Technology (Group) Company Limited X285 (%£8) B AT / Annual Report 2009 43§



Profit for the Year and Margin

Profit for the year increased by approximately 13.5% from
approximately RMB76.6 million for the year ended 31 December 2008
to approximately RMB86.9 million for the year 2009. The increase in
net profit was mainly due to increased gross profit and decrease in
administrative expenses. The net profit margin was approximately
6.6%.

Profit Attributable to the Owners of the Company

Profit attributable to the owners of the Company amounted to
approximately RMB91.9 million, representing an increase of
approximately RMB13.5 million or approximately 17.3% as compared
with approximately RMB78.4 million in the corresponding period last
year.

Final Dividend

For the year ended 31 December 2009, the dividend proposed by the
Board was RMB0.02 (equivalent to approximately HK$0.0227) per
share, with payout ratio approximately 21.8% of the profit attributable
to the owners of the Company for the year.

LIQUIDITY AND FINANCIAL
RESOURCES

Cash Flows

The table below summaries the Group’s cash flows for the years
ended 31 December 2009 and 31 December 2008:

FERNRFER

FERAMBBE-ETNEF+_A=+—HIEF
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TRV AKBERBE_TTANF+_A=1—
BR-ZZZNGF+_A=+—HILFENRER
EME

For the year ended 31 December

BE+-A=+—HLEE

2009 2008

—EThF =T N\F

RMB million RMB million

ARBEER AREBHETT

Net cash from operating activities & & E SN TSR & %48 130.6 202.7
Net cash from (used in) investing activities & EEN 1S (Fr ) 4 %58 228.6 (354.6)
Net cash used in financing activities Bt & /& B FT IR & /F 58 (7.2) (4.9)
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The Group, being a self-sufficient company, derives its working
capital mainly from net cash generated from operating and investing
activities. The Directors expect that the Group will rely on net cash
from operating activities and the net proceeds from the global offering
of the Company’s shares in the year 2007 (“Global Offering”) to meet
its working capital and other capital expenditure requirements in the
near future. In the long run, the Group will be funded by net cash from
operating activities and, if necessary, by additional equity financing or
bank borrowings. During the year, there was no material change in
the funding and treasuring policy of the Group.

The Group recorded a net increase in cash and cash equivalent of
approximately RMB352.0 million for the year ended 31 December
2009.

Operating Activities

Cash inflow from operations is mainly derived from cash receipt
from sales of the Group’s products. Cash outflow from operations is
principally generated for the purchase of raw materials, staff costs,
selling and distribution expenses and administrative expenses. Net
cash from operating activities was approximately RMB202.7 million and
RMB130.6 million for the financial years 2008 and 2009 respectively.
The decrease in net cash generated from operating activities was
mainly because of the increased in trade receivables balance.

The trade receivable turnover increased from 52 days in 2008 to 72
days in 2009. The increase in trade receivable turnover days was
mainly because of increased sales in Q4 contributed by the economic
recovery when compared with the corresponding period last year.
In addition, in order to improve our competitiveness, the Group has
granted more favourable credit terms to certain international renowned
customers.

The trade payable turnover increased from 43 days in 2008 to 75
days in 2009. The increase in trade payable turnover days was mainly
because of a significant increase in purchases made near year end as
compared with the corresponding period in previous year.

The inventory turnover increased from 45 days in 2008 to 52 days
in 2009. The increase in inventory turnover day was mainly because
significant purchases were made near year end, pulling up the
inventory balance.

Investing Activities

The Group recorded a net cash inflow from investing activities of
approximately RMB228.6million for the financial year 2009, mainly
for the proceeds on disposal of financial assets designated as at fair
value through profit or loss.
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Financing Activities

The Group also recorded a net cash outflow from financing activities
of approximately RMB7.2 million for the financial year 2009. The
inflow mainly came from new bank borrowings raised of approximately
RMB46.9 million. Major outflows were the repayment of borrowings of
approximately RMB30.3 million and dividend paid to shareholders of
approximately RMB20.0 million as declared in the previous years.

Capital Expenditure

For the year ended 31 December 2009, capital expenditure of the
Group amounted to approximately RMB75.7 million 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 31 December 2009 amounted to
approximately RMB55.9 million (2008: approximately RMB35.5 million),
all of which were secured bank loans. During the year, one of the
loans in the amount of approximately RMB23.1 million bears a fixed
interest rate of 2.90% and will be repayable in 2010. The proceed
was used to finance the daily operation of the Group. Pledged bank
deposit amounting to approximately RMB19.2 million was arranged
in the year 2009.

As of 31 December 2009, among all of the bank loans, approximately
RMB34.9 million were denominated in Korean Won, approximately
RMB12.3 million were denominated in Hong Kong Dollars,
approximately RMB5.0 million were denominated in Japanese Yen,
while approximately RMB3.7 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
3.1%, reflecting the Group’s financial position was at a sound level.

Bank facilities

As of 31 December 2009, 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.
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Debt securities

As of 31 December 2009, the Group did not have any debt
securities.

Contingent liabilities

As of 31 December 2009, the Group did not have any material
contingent liabilities or guarantees.

PLEDGE OF ASSETS

The Group did not have any pledge or charge on assets as of 31
December 2009, other than pledged freehold land and related building
of approximately RMB38.1 million and pledged bank deposits of
approximately RMB19.2 million.

Capital Commitments and Contingencies

As of 31 December 2009, the future aggregate minimum lease
payments under non-cancellable operating lease in respect of
rental properties amounted to approximately RMB5.7 million (2008:
approximately RMB7.7 million). The Group had capital commitment
in respect of acquisition of equipment amounted to approximately
RMB3.8 million (2008: approximately RMB22.9 million).

As of 31 December 2009, the Group had no other capital commitments
save as disclosed herein.

PERFORMANCE OF INVESTMENTS
MADE AND FUTURE INVESTMENTS

The Group’s investing activities mainly include the purchase of
property, plant and equipment. During the year ended 31 December
2009, the Group used approximately RMB75.7 million in investing
activities, mainly in relation to the purchase of plants and equipment
and the setting up the capacities for new products and new projects.
These investments enhance the Group’s R&D capability and production
efficiency thereby enlarging the market share of existing products
and penetrating into new markets, and thus broaden the revenue
sources.
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To the extent that any part of the net proceeds to the Company from
the Global Offering are not immediately utilized, the Directors may
allocate such proceeds to short-term interest bearing deposits and/or
money-market instruments with authorized financial institutions and/
or licensed banks in the PRC and Hong Kong.

The proceeds from the Global Offering amounted to approximately
RMB745.1 million, of which approximately RMB493.0 million had been
used by the Company and the unutilized proceeds were placed with
financial institutions as short term deposits. No intention for substantial
acquisition and large investment plan is noted for the year of 2010.

OFF-BALANCE SHEET TRANSACTIONS
AND CONTINGENT LIABILITIES

As of 31 December 2009, the Group did not enter into any material
off-balance sheet transactions.

QUANTITATIVE AND QUALITATIVE
DISCLOSURE ABOUT MARKET RISK

Interest Rate Risk

The Group is exposed to interest rate risks on its bank borrowings for
working capital and capital expenditures that are associated with our
expansion and for other uses. Upward fluctuations in interest rates
increase the costs of both existing and new debts. For the year ended
31 December 2009, the effective interest rates on fixed-rate bank
loans and variable-rate bank loans were approximately 2.90% and
5.50% per annum respectively. The Group has not entered into any
types of interest rate agreements or derivative transactions to hedge
against the changes in interest rates.
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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.

Credit Risk

The Group’s financial assets are bank balances and trade and other
receivables, which represent the Group’s maximum exposure to credit
risk in relation to financial assets.

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

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

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

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

Liquidity Risk

The Group manages liquidity risk by maintaining adequate level of
cash and cash equivalents by continuously monitoring forecast and
actual cash flows and matching the maturity profiles of financial assets
and liabilities.

EMPLOYEE AND REMUNERATION
POLICY

The Group had a total of 6,900 dedicated full time employees as of
31 December 2009, including 1,002 management and administrative
staffs, 5,757 production staffs and 141 operation supporting staffs .

In line with the Group’s and individual performance, a competitive
remuneration package is offered to retain elite employees including
salaries, medical insurance, discretionary bonuses, other benefits as
well as mandatory provident fund scheme for employees in Hong
Kong and state-managed retirement benefit scheme for employees in
the PRC. The Group has also adopted a share option scheme for its
employees, providing incentives and rewards to eligible participants
with reference to their contribution. For the financial year ended 31
December 2009, no share option was granted or agreed to be granted
by the Group under the scheme.

DIVIDEND

The Directors recommended a payment from the distributable
reserves of the Company a final dividend of RMBO0.02 (equivalent to
approximately HK$0.0227) per share in respect of the year ended
31 December 2009 to the shareholders whose names appear on the
register of members of the Company at the close of business on 11
May 2010. The final dividend, payable on 25 May 2010, is subject to
the approval of the shareholders of the Company at the forthcoming
Annual General Meeting (“AGM”) to be held on 17 May 2010.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 12 May
2010 to 17 May 2010, both days inclusive, during which period no
transfer of shares will be registered. In order to qualify for the final
dividend, and be eligible to attend and vote at the forthcoming AGM of
the Company, all transfer of shares accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar
in Hong Kong, Computershare Hong Kong Investor Services Limited
of Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong for registration not later than 4:30 p.m.
on 11 May 2010.

OUTLOOK AND FUTURE STRATEGIES

The economic environment in 2010 is still subject to uncertainties in
spite of the improvement and stablisation since the second half of
2009. However, the Group is cautiously optimistic to its business in
2010. By leveraging on its advanced R&D capabilities, extensive client
base and diversified product portfolio and product mix, the Group will
continue to pursue its “Mingpeijiao” strategy and to achieve excellence
in pragmatic manner.
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1. Aggressively develop overseas markets and
deeply exploit the domestic market

In 2010, handset related products will still contribute a larger proportion
of sales to the Group. The Group will seize the opportunities brought
by the launch of 3G services in China, strengthen the cooperation
with well-known domestic handset manufacturers and focus on
the promotion of high resolution handset camera modules and lens
sets. At the same time, the Group will aggressively develop overseas
markets for these products, striving to provide more handset lens sets
and camera modules to world-renowned handset manufacturers.

The sales of DSLR are expected to maintain a rapid increase
momentum in 2010. The Group will conduct internal adjustment of
production capacities and position the lenses of DSLR as flagship
products among its spherical products. Meanwhile, the Group will
commence mass production of aspheric glass lenses to meet the
market demand.

The Company will accelerate the commercial launch of security
surveillance products and strive to become a leading supplier of mid
and high-end security surveillance products. For vehicle lens sets,
infrared materials and lens sets as well as mid and high-end optical
instrument’s markets, the Company will increase its investment and
achieve profitability gradually.

2. Continue to strengthen R&D of products and
technology, improve product mix and increase
added value

In order to achieve mid and long-term development, the R&D team
of the Group will conceive the roadmaps of the related products
based on market conditions. The Group will vigorously boost the
R&D of innovative optical application products and strengthen the
R&D of existing products for purpose of upgrading and technology
improvement. By doing so, the Group can enhance product values
for customers more cost-effectively, expand product portfolio and
enhance product mix.
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3. Strengthen cost control and improve management

In 2010, the Group will remain exposed to cost pressure caused by
labor shortage and exchange fluctuations. As chance of passing on
the incremental costs is limited, the Group will further promote “Lean
Production”, carry out “Manufacturing Execution Systems” in every
way and optimize the supply chain, combine technique improvement
with automatic progress to respond to such pressure, reduce costs

and explore various opportunities.

At the same time, the Group will aim to basically improve our
management standard and form a management team marked with
vigor capabilities and outstanding abilities; realise the transformation
from “Quantity Expansion” to “Quality Improvements” in its objective
system and the transformation from “Traditional” to “Innovative” in
its resource allocation and operational mode. Moreover, the Group
will show its concept of human resources management by exercising
the “Human Oriented” philosophy, promote its corporate culture of
“Create Together”,
employees’ potentials so that they are dedicated to creating greater
values for the Group.

motivate the employees’ initiatives and explore

In general, by pursuing the strategy of “Explore new sources and
Cut cost, Speed up transformation, Obtain orders externally and
Get refinement internally”, the Group will further strengthen its
competitiveness through market expansion, product research and
development and cost control.

SHARE OPTION SCHEME

On 25 May 2007, the Company adopted a share option scheme (the
“Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Company.
Eligible participants of Scheme include, without limitation, employees,
Directors and shareholders of the Group. Up to 31 December 2009, no
share option has been granted or agreed to be granted to any person
or exercised by any person under the Scheme.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S SHARES

The Company is empowered by the applicable Companies Law of the
Cayman Islands and its Articles of the Association (the “Articles”) 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 of Hong Kong Limited (the “Stock Exchange”). There was
no purchase, sale, redemption or cancellation by the Company or
any of its subsidiaries, of the Company’s listed shares during the year
ended 31 December 2009.
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BOARD OF DIRECTORS

The Board of Directors consists of 11 Directors comprising 5 executive
Directors, 2 non-executive Directors and 4 independent non-executive
Directors. The information on the Directors is set forth below.

DIRECTORS

Executive Directors

Mr. Wang Wenjian (E32Z), aged 62, is one of the founders of the
Group, an executive Director, Chairman of the Board and Chief
Executive Officer of the Company. He is responsible for the overall
formulation of policies, decision-making and management of the
Group. Mr. Wang joined ##kEIIE L EESBEM (Yuyao County
Chengbei Optical Instruments Factory®) in 1984 as the factory manager
and had been its general manager since 1994 when it was transformed
to a joint stock limited liability company. Mr. Wang won the essay
competition on running business in the PRC organised by the State
Council Development Research Center and was awarded the title
of Bl KEN (Chinese Business Master*) in 2004. Mr. Wang
obtained the title of 25581 {2 X (Outstanding Entrepreneur*) from
BRI EERBE (Ningbo Entrepreneurs Association®) and 2
PEBEE (Ningbo Enterprise Unite League®) in 2006. Mr. Wang
acted as Honorary President of Yuyao Charity Federation in 2003
and as a guest professor of the College of Information Science and
Engineering, Zhejiang University in 2005. He obtained qualification as
a senior economist in 1996 from =X ™ A RBUF (Ningbo Municipal
Government). Senior economist is a recognised qualification in the
PRC and is normally granted to a person who has passed necessary
examinations and has acquired substantial management experience.
Mr. Wang is currently a director of all the operating companies of the
Group in the PRC.

Mr. Ye Liaoning (33% 58
an executive Director and the general manager of Zhejiang Sunny
Optics Co., Ltd. and Ningbo Sunny Infrared Technologies Company
Ltd. He is responsible for formulating the Group’s policy and making

&), aged 44, is one of the founders of the Group,

decisions and is also responsible for the overall daily administration
of Sunny Optics and Sunny Infrared. Mr. Ye joined &8k 23 1k Y¢ E2 4%
23/ (Yuyao County Chengbei Optical Instruments Factory*) in 1984
and had been its deputy general manager since 1995. Mr. Ye has
obtained the qualification of senior economist issued by the Personnel
Bureau of Yuyao City in 2004. Senior economist is a recognised
qualification in the PRC and is normally granted to a person who
has passed necessary examinations and has acquired substantial
management experience. Mr. Ye obtained a diploma from /T & #&
TR AE (Zhejiang Radio & TV University) in 1999.
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Mr. Xie Minghua (#BFZE), aged 61, is an executive Director. Mr. Xie is
responsible for formulating the Group’s policy and making decisions, in

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

Mr. Wu Jinxian (R &), aged 54, is an executive Director. Mr. Wu is
responsible for formulating the Group’s policy and making decisions,
in particular, in respect of the optical instrument business of the
Group. Prior to joining the Group in January 2001, Mr. Wu worked in
Yuyao Optoelectronic in 1986, and was a deputy manager in 1995.
Mr. Wu graduated from #:#k 34 1 2 (Yuyao Northern City Middle
School*). He attended the training course on 2 FE £ & XEEHE £ 7R
#& (the State Quality System and Quality Certification*) held by China
State Bureau of Quality and Technical Supervision from 1995 to 1996,
and obtained qualification as qualified economist by Ningbo Bureau
of Personnel in 1995,

Mr. Sun Yang (f2)%), aged 37, is the vice president, an executive
Directors and the Joint Company Secretary of the Company. He is
responsible for the financial, legal and investor relations management
matters of the Group. Mr. Sun graduated from Ningbo University in
1995 with a bachelor’s degree in economics. He then obtained a
master’s degree in economics from Shanghai University of Economics
and Finance in 2005. Prior to joining the Group in March 2003, Mr. Sun
once worked in BEESAR ST AT (Ningbo Securities Company
Limited*). He joined #T/I%#F (5ME) RMNBPRAE (Zhejiang Sunny
(Group) Joint Stock Company Limited®), originally known as Yuyao
County Chengbei Optical Instruments Factory, as chief officer of
its investment management centre in 2002. Mr. Sun was granted a
qualification for providing securities investment consultation services
by China Securities Regulatory Commission in 1999.
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Non-executive Directors

Mr. Shao Yang Dong (BBP3R), aged 40, is a non-executive Director.
Mr. Shao is a managing director of and has 30.19% equity interest
in Chengwei Ventures Evergreen Management, LLC (being a limited
liability company incorporated in the Cayman Islands comprising
individual partners and members), which manages Chengwei Ventures
Evergreen Advisors Fund, LLC, Chengwei Ventures Evergreen Fund,
L.P., and Chengwei Partners, L.P. Mr. Shao was appointed as a
director of each of Sunny Optics and Sunny Instruments in May
2005, Sunny Zhongshan Optics in October 2005, Sunny Opotech in
November 2005 and Sunny Infrared in March 2006. Mr. Shao was a
director of AAC Acoustic Technologies Holdings Inc. from March 2004
to February 2007 and currently sits on the board of Oval Technologies
Holdings, Inc.. He previously worked as a financial analyst at the
investment banking division of Salomon Brothers Inc. Mr. Shao
obtained a bachelor’s degree in economics (Magna Cum Laude)
in 1993 from Columbia University, where he was elected Phi Beta
Kappa. He also attended the Graduate School of Business at Stanford
University and earned a master’s degree in business administration in
2000. He was appointed as a non-executive Director in May 2007.

Mr. Michael David Ricks, aged 49, is a non-executive Director. Mr.
Ricks is presently the chief executive officer of Investor Growth Capital
Asia Limited and also a managing director of Investor Growth Capital
Inc. Investor Growth Capital Asia Limited and Investor Growth Capital
Inc. are both wholly-owned subsidiaries of Investor AB. Mr. Ricks has
been involved in the information technology and telecommunications
business since the early 1980’s, in both startups and established
companies. Prior to joining Investor Growth Capital, Mr. Ricks held
executive positions at several international telecommunications
companies. Mr. Ricks holds a Master of Business Adminstration
(“M.B.A.”) from the University of Chicago Graduate School of Business
and a Bachelor of Arts (“B.A.”) from the University of California at San
Diego. Mr. Ricks currently serves as a director of a number of private
and public companies on behalf of Investor AB. He was appointed as
a non-executive Director in September 2007.

FHITES

ABID R & - 40B%  FEFRTTEF - BBEER
Chengwei Ventures Evergreen Management,
LLCHVE KR - WA Z A RI30.19%A%H
Chengwei Ventures Evergreen Management,
LLCTO R A=HETMAZHNBER QR A
fRl& % ARKEB#K - ET & IEChengwei
Ventures Evergreen Advisors Fund, LLC »
Chengwei Ventures Evergreen Fund, L.P.k&
Chengwei Partners, L.P. BBEAED RN -ZEE
AFRA ZTTERFTA - ZZTTHF+T—A
NZZZRFZARZERRFMNIRE 2T
Eas - RTRILARE BT HREREFTAINE
WES - BELB_ZSTNEF=-AE_TZL+F
— AEAR AAAC Acoustic Technologies Holdings
Inc.Z % + HIRK AOval Technologies Holdings,
Inc.H) & £ & K 5 - ' #& E£Salomon Brothers
Inc.IRERMITAH M B DA - BBEER — 1
L= FEF STt I KB L Z(Magna Cum
Laude)Z+ 247 - WEE BPhi Beta Kappa * H
BRABRNENBABEERR R YR _FZTE
FREIMERELENC - AN _TZT+F0A
BELZERFNITESE -

Michael David Ricks%t4  495% * FFHITESE o
Rickst 4 I8 B Alnvestor Growth Capital Asia
Limited?T X 48 &, -+ [A B 75 ZlInvestor Growth
Capital Inc. ZE F # # I  Investor Growth
Capital Asia Limited &Investor Growth Capital
Inc.¥3 Blnvestor ABJE ~HIZ BB AT ° Ricks
LA BBOF RGBS BB REAITE -
BRFTRC S R BARAE % T 1F o 72 50 EInvestor
Growth CapitalZ Bl * Ricks4e A4 & & F 2 B B
B A RMITEEET © Ricks E AR Z MF AL
2R THEEEBELTEA RN AKEEM G E S
X BT B4 - Ricksst £ IR K X Kinvestor AB
PEZELERABATNES - HR T+
FNABZERENITES -

Sunny Optical Technology (Group) Company Limited X285 (%£8) HR2AF / Annual Report 2009 43§



Independent Non-executive Directors

Dr. Chang Mei Dick or Dr. Dick Mei Chang (3%K), aged 70, is an
independent non-executive Director. Dr. Chang has over 30 years’
experience in the development, manufacturing and marketing of
semiconductor and optoelectronic products. He joined Hewlett-
Packard Company (“HP”) in 1966 and worked in HP and Agilent
Technologies, Inc. (after Agilent Technologies, Inc.’s spin-off from
HP) until 2005. He was the president and general manager of the
Semiconductor Products Group and a senior vice president of Agilent
Technologies, Inc. before he left that company. Dr. Chang graduated
from the California Institute of Technology with a bachelor’s degree in
physics and Stanford University with a doctor’s degree in philosophy.
He was appointed as an independent non-executive Director in May
2007.

Mr. Koji Suzuki (§5783% —), aged 68, is an independent non-executive
Director. He joined Topcon Corporation (a company listed on the
Tokyo and Osaka Stock Exchanges) in 1964 and was its president
from June 2002 to June 2006. He is currently an adviser to the
board of Topcon Corporation. Mr. Suzuki graduated from Musashi
Institute of Technology, Tokyo with a bachelor of engineering in
industrial engineering management in 1964. He was the president
of Japan Optical Measuring Instruments Manufacturers’ Association
from July 2002 to July 2006, the vice-president of Japan Medical-
Optical Equipment Industrial Association from June 2002 to May
2006, and the director of Japan Surveying Instruments Manufacturers’
Association from July 2002 to June 2006. He also has been a member
of the Tokyo Chamber of Commerce and Industry since November
2004. He was awarded a Japan National Blue Medal of Honor in May
2006. He was appointed as an independent non-executive Director
in May 2007.
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Dr. Liu Xu (2/8), aged 46, is an independent non-executive Director.
Dr. Liu currently is the standing vice dean of the College of Information
Science and Engineering, Zhejiang University. Dr. Liu graduated from
Universite Paul Cezanne, France with a doctor’s degree in information
and material science. He was then engaged in his postdoctoral
research in instrument and meter science in Zhejiang University from
1990 to 1993 where he obtained a postdoctoral certificate. Dr. Liu
also holds a bachelor’s degree in engineering from Zhejiang University.
Dr. Liu has over 16 years’ experience in education, and has been
an associate professor of Zhejiang University since 1992. In 1995,
he became the head of the National Key Lab of Modern Optical
Instrument. In addition, he is a director of a private company engaged
in sales and manufacturing of optical engines of projection displays.
He was appointed as an independent non-executive Director in May
2007.

Mr. Zhang Yuqing (3R 7<), aged 62, is an independent non-executive
Director. Prior to joining the Group, Mr. Zhang worked in F/8#&#% B
(Shanghai Port Bureau*) as the head of the financial division as well
as the auditing division. He was appointed as a director of /&R
HERMD AR AR (Shanghai Worldbest Industry Development Co.,
Ltd.”) from 2001 to 2003 and acted as its chief financial officer. Mr.
Zhang graduated from _E/&8:&ZFt (Shanghai Maritime University) in
1982 with a bachelor’s degree in economics and is a certified public
accountant of the Chinese Institute of Certified Public Accountants.
He currently sits on the board of each of Rizhao Port Co., Ltd and
Shanghai Xinmei Real Estate Co., Ltd. He was appointed as an
independent non-executive Director in May 2007.

SENIOR MANAGEMENT

Mr. Liu Rui (81§%), aged 42, is a vice president of the Company. He
is responsible for the strategic planning, R&D and the information
management. Mr. Liu graduated from University of West Sydney with
a master’s degree in business administration in 2005. He obtained a
bachelor’s degree in chemistry engineering from Zhejiang University in
1989. Prior to joining the Group in February 2006, Mr. Liu worked in
BAREH ORI TEBMRAF (Olympus (Shenzhen) Industrial Ltd.)
as planning manager.
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Ms. Wong Pui Ling, aged 28, is the joint company secretaries,
authorized representative and agent of the Company. Ms. Wong
joined the Group in 2007. Ms. Wong is primarily responsible for overall
financial management and company secretarial matters. Ms. Wong
has 7 years of experiences in the financial reporting, accounting and
auditing. Ms. Wong is a qualified accountant and is a member of the
Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants. Ms. Wong holds a bachelor’s
degree in business administration from the Chinese University of
Hong Kong and a postgraduate diploma in finance and law from the
University of Hong Kong.

Mr. Ho Francis (fA##), aged 45, is the chief technology officer of the
Company. He is responsible for technology integration and research
of the Group. He has approximately 15 years of experiences in optical
R&D and project management. Mr. Ho obtained a master’s degree in
applied physics from Catholic Louvain University in Belgium in 1989.
He has extensive experience in optical R&D and project management.
Mr. Ho previously worked in Optoelectronic Laboratory of Industry
Technology Research Institute in Xing Zhu, Taiwan. Prior to joining
the Group in April 2007, he worked as overseas business manager at
Geniuo Electronic Optical Co., Ltd. from July 2006. He also worked
in other listed companies such as Meiloon, Lite-on Electronics and
Primax Technology from 1994 to 2006, mainly responsible for R&D of
consumer electronics and business application products.

Mr. Wu Jun ((Rf8), aged 44, is the deputy general manager of
Zhejiang Sunny Optics Co., Ltd.. He is responsible for assisting the
general manager in the daily administration of Sunny Optics. Mr. Wu
graduated with a bachelor’s degree in optical instruments from _t &
% 2Pt (Shanghai Institute of Mechanism) in 1986. He later earned the
qualification as a senior engineer in 1997 from #7,L& AZEEE (Zhejiang
Provincial Bureau of Personnel). Prior to joining the Group in November
2001, Mr. Wu worked in YL 78t 228 4K (Jiangxi Optics Instrument
General Factory®) for 10 years as research officer and chief of quality
control. He also joined Yuyao Optoelectronic in 1997.

Mr. Zhang Guoxian (5B E), aged 44, is a deputy general manager
of Zhejiang Sunny Optics Co., Ltd.. He is responsible for assisting
the general manager in the daily administration of Sunny Optics. Mr.
Zhang joined the Group in 2001. He graduated from #:#kER 1 &2
(Yuyao Wancheng School*) in 1983 and joined Yuyao Optoelectronic
since his graduation.
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Mr. Guo Jingchao (/&
of Zhejiang Sunny Optics Co., Ltd.. He overlooks the entire plates

), aged 47, is the deputy general manager

business of Sunny Optics, including production, technology and
quality control. Mr. Guo obtained a Bachelor’s degree from Changchun
University of Science and Technology in 1986, and a Master’s degree
in engineering management from Nanjing University of Science and
Technology in 2002. Prior to joining the Group in February 2001, Mr.
Guo worked in ¥ E£2[E (Costar Group*). He served as the deputy
general manager of Costar Group and FBFIENEAR AR (Lida
Optical and Electronic Co., Ltd.*). In 1997, Mr. Guo was accredited as
a senior engineer by 1L 7T T % & B4 2 7] (China North Industries
Group Corporation®).

Mr. Zhao Zhiping (f#)8¥), aged 40, is the general manager of
Sunny Optics (Zhongshan) Co., Ltd. and is responsible for its daily
administration. Mr. Zhao graduated with a diploma in industrial
economic management from FEEIALKRE (Zhongnan University
of Economics®) in 1990. Mr. Zhao has approximately 16 years of
experience in the optical industry. Prior to joining the Group in
February 2006, Mr. Zhao worked in H52{z 2 2 HFR A7 (Dongghua
Xintai Optics Company Limited*) & & ElE Y25 R A & (Guangdong
Phoenix Optics Company Limited*).

Mr. Pan Weimin (#%/&R), aged 55, is a deputy general manager of
Sunny Optics (Zhongshan) Co., Ltd.. He is responsible for assisting
the general manager in the daily administration of Sunny Zhongshan
Optics. Prior to joining the Group in November 2001, Mr. Pan worked
in JTPA X EEESAAMR (Jiangxi Optics Instrument General Factory*) as
a deputy factory manager. He joined Yuyao Optoelectronic in 1997.
Mr. Pan graduated from the school attached to ;T P8¢ 22 {#% 22 42 iR+
HER (Jiangxi Optics Instrument General Factory®).

Mr. Zhang Zhiping (5% ), aged 42, is the deputy general manager
of Sunny Optics (Zhongshan) Co., Ltd.. He is responsible for the daily
management of Sunny Zhongshan Optics, including human resources,
administrations, general affairs and business innovations. Mr. Zhang
graduated from JHFEEEERAZ (Hunan Radio And Television
University®) in 1992. Prior to joining the Group in April 2006, he worked
for EZHEEMR A A) (Center Optical Co., Ltd.*) as the deputy factory
manager.
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Mr. Chen Huiguang (FRE2 &), aged 46, is the deputy general manager of
Ningbo Sunny Infrared Technologies Company Ltd.. He is responsible
for assisting the general manager in the daily administration of Sunny
Infrared. Mr. Chen obtained a bachelor’s degree in optical instruments
from WNHIKE (Zhejiang University) in 1983. He also obtained a
master’s degree in engineering from Zhejiang University in 1992. Prior
to joining the Group in November 2001, Mr. Chen worked in ¥T KI5 %
JtEE2E AR AR (Xintian Precision and Optical Instrument Company
Limited*) and thereafter joined ##k & (Yuyao Optoelectronic*) in
1999.

Mr. Zheng Shouhao (E5F£), aged 52, is the Chairman of Sunny
Optics Korea Co., Ltd. and a representative director of Power Optics
Company Limited. He is responsible for daily operational management
of Sunny Optics Korea. Mr. Zheng obtained a Bachelor’'s degree
in chemical mechanics from #EEEIZ £ K24 (Busan National
University) in February 1981, and a Master’s degree in environmental
engineering from $#B48 R A2 (Yeongnam University) in February
1985. Prior to joining the Group in the second half of 2004, Mr. Zheng
worked for =2%8A7] (Samsung Techwin Co., Ltd.) of Korea
SAMSUNG Group. Later he was appointed as the factory manager of
KEZ=E¥EF2a] (Tianjin Samsung Opto-electronics Co., Ltd.).
Mr. Wang Wenijie (£ X7R), aged 42, is the general manager of Ningbo
Sunny Opotech Co., Ltd. and a director of Jiangsu Sunny Medical
Instruments Co., Ltd.. He is responsible for the daily administration of
Sunny Opotech and for the policy set up, decision and administration
of Sunny Medical. Mr. Wang graduated from T A2 (Zhejiang
University) with a bachelor’s degree in engineering in 1989. Prior to
joining the Group in July 2002, he worked in Yuyao Optoelectronic
since his graduation. Mr. Wang was awarded by $#km AE B (Yuyao
Personnel Bureau®) in 1998 as engineer.

Mr. Zhang Baozhong (5RE £), aged 41, is a deputy general manager
of Ningbo Sunny Opotech Co., Ltd.. He is responsible for assisting
the general manager in the daily administration of Sunny Opotech.
Mr. Zhang graduated from H#TTKE: (Zhejiang University*) with a
bachelor’s degree in engineering in 1990. Prior to joining the Group in
November 2001, Mr. Zhang worked in Z# {2 = 8L AR A& (Ningbo
Xingao Suhua Co., Ltd.*) and he has been a senior engineer of Yuyao
Optoelectronic.
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Mr. Gu Xun (E3l), aged 43, is the deputy general manager of
Ningbo Sunny Opotech Co. Ltd. and a director of Jiangsu Sunny

Medical Instruments Co., Ltd.. He is responsible for the marketing
and sales of Sunny Opotech and Sunny Medical. Mr. Gu obtained a
Master’s degree in Business Administration from 3£ B hngf A £ pg &
Bt (University of Chicago Graduate School of Business*) in 1999 and
a Bachelor’s degree in Electronic Engineering from 3T/ X2 (Zhejiang
University) in 1989. Prior to joining the Group in August 2007, Mr. Gu
was the principal consultant for strategic changing in & K& A
7] (PricewaterhouseCoopers Consulting Firm*), the vice president of
AP T B EE (Siemens Mobile (China)*), the marketing director of
E{EFBEE (Ericsson (China) Co. Ltd.*) and the manager of quality
management in ERER/%EE (Midea Group*). Mr. Gu was accredited
as Electronic Engineer by EER & FIZ& (The Committee of Science and
Technology of Guangdong Province®) in 1993.

Mr. Xu Yi (fR32), aged 48, is the managing Director of Jiangsu Sunny
Medical Instruments Co., Ltd. He is responsible for daily operational
management of Sunny Medical. Mr. Xu obtained a Bachelor’s degree
in automatics from [&]7% X £ (Tongji University) in 1985 and had several
relevant invention patents. Prior to joining the Group in 2008, Mr.
Xu had worked for the Air Force, FEl BN REERE AR (China
Agricultural Development Trust Investment Company®*), /&4
BAR, LEMREEERRKRMD AR AT (Shanghai Shinyuan Inverter
Electric Co., Ltd.") and /8RR &5 A R 2 7). He was appointed
as the national sales director of B 2N ZREFERE QR (China
Agricultural Development Trust Investment Company*), the general
manager of E/8#EEHE A F], the deputy general manager of /8
R SEE 22D AR A7) (Shanghai Shinyuan Inverter Electric Co.,
Ltd.*) and the general manager of /8RR EEWM AR A 7).
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Mr. Jin Zhide (£ %1%), aged 46, the deputy general manager of Jiangsu
Sunny Medical Instruments Co., Ltd. He is responsible for assisting the

general manager to deal with daily operational management of Sunny
Medical. Mr. Jin obtained a Bachelor’'s degree in computer science
from _EIERIEH 1T AE (Shanghai Science and Technology University)
in 1985, and completed the two-year course of Japanese computer
science in HZAKIR A& (Nagasaki University) in 1992. Prior to joining
the Group in August 2008, Mr. Jin had worked in /@M R Z 84
fiTFEE# L (Shanghai Development Center of Computer Software
Technology*), L8 ¥ &+ £t H R A 7 (Shanghai Xinhua Electronics
System Co., Ltd*) and E8EF ZLH T AR A F] (Shanghai Guang
Ping Information System Engineering Co., Ltd*). Later he served as
the general manager of L8825 BT B R A (Shanghai Changer
Tec Information Technology Co., Ltd*). Mr. Jin was accredited as a
senior engineer by _Fi&M AZE B (Shanghai Personnel Bureau®) in 2002
and as a senior registered professional manager by FEI ¥ B S
(China Enterprise Evaluation Association®) in 2005.

Mr. Lou Guojun (£EE), aged 45, is the general manager of
Ningbo Sunny Instruments Co., Ltd. and is responsible for the daily
administration of Sunny Instruments. He obtained a diploma in
business enterprise operation management from #7/T EEER AL
(Zhejiang Radio & TV University*) in 1999. He obtained the qualification
as an economist in 2000 from the Personnel Bureau of Ningbo City.
Prior to joining the Group in November 2001, Mr. Lou worked in Yuyao
Optoelectronic.

Mr. Shen Xiaojiang (JLEBE/T), aged 40, is a deputy general manager of
Ningbo Sunny Instruments Co., Ltd. He is responsible for assisting the
general manager in the daily administration of Sunny Instruments. Mr.
Shen graduated with a bachelor’s degree in mechanical manufacturing
techniques and facilities from EREETI/KEZS (Guangdong
Province Zhanjiang Fisheries College*) in 1991. Prior to joining the
Group in November 2001, Mr. Shen worked in Yuyao Optoelectronic.
He obtained the qualification as an engineer in 1998 from ZE & m AR
B (Ningbo Municipal Government®).
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Mr. Huang Weibing (1), aged 49, is a deputy general manager

of Ningbo Sunny Instruments Co., Ltd. He is responsible for assisting
the general manager in the daily administration of Ningbo Instruments.
Mr. Huang graduated with a diploma in electronics from L5 EEE
R K2 (Jiangsu Radio & Television University) in 1983. Prior to joining
the Group in July 2005, Mr. Huang has worked in F§ 5L K HT L2
BBRAF (Nanjing Jiangnan Yongxin Optical Company Limited*) as
deputy general manager.

Mr. Zhu Xingiang (5K#¥75%), aged 44, is the general manager of
Shanghai Sunny Hengping Scientific Instrument Co., Ltd.. He is
responsible for daily operational management of Sunny Hengping
Instrument. Mr. Zhu obtained a Bachelor’s degree in optical instrument
from _E/&32 T K2 (Shanghai Technology and Engineering University)
in 1986 and a Master’s degree in Business Administration from ZER
2 T KE (East China University of Science & Technology) in 2003.
Prior to joining the Group in November 2007, Mr. Zhu worked in -
B =DM 2B (Shanghai Third Analytical Instrument Factory), +
BT R4 (Shanghai Analytical Instrument Overall Factory) and
HBEFRZ2E2AR AR (Shanghai Hengping Scientific Instrument
Co., Ltd.). He served as the deputy factory manager of /&0 1% 25
43 (Shanghai Analytical Instrument Overall Factory) and the general
manager of /818 FRIEZEIFH R A A (Shanghai Hengping Scientific
Instrument Co., Ltd.). Mr. Zhu was accredited as a qualified engineer
by the local authority of Shanghai in 1991.

Mr. Du Guorong (fLEI£8), aged 49, is the deputy general manager of
Shanghai Sunny Hengping Scientific Instrument Company Limited. He
is responsible for the sales business of Sunny Hengping Instrument.
Mr. Du graduated from E/BEZREFER in 1982 with secondary
education. Before joining the Group in November 2007, he had worked
for E)8 5 — KF{EE2M (Shanghai Second Balance Instrument Factory),
R F &SRR (Shanghai Balance Instrument Overall Factory) and
B TFRIEZ£EER AR (Shanghai Hengping Scientific Instrument
Co., Ltd.), and subsequently served as the sales manager of /&5
ZRF#E2M (Shanghai Second Balance Instrument Factory) and
the deputy general manager of /818 F & E 28 F R A F) (Shanghai
Hengping Scientific Instrument Company Limited).
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Mr. Li Jun (%%9), aged 47, is the deputy general manager of
Shanghai Sunny Hengping Scientific Instrument Company Limited.

He is responsible for the technology and R&D of Sunny Hengping
Instrument. Mr. Li received a Bachelor’s degree in Computer Science
from /&R AKE (Shanghai University of Science and Technology)
in 1983 and a Master’s degree in Industry and Instrument Analysis
from #EEIE T K2 (East China University of Science and Technology)
in 1996. Before he joined the Group in November 2007, he had
worked for HEDATEES 42 (Shanghai Analytical Instrument Overall
Factory) and _E/818Z B2 &8 B A7 (Shanghai Precision Scientific
Instrument Co., Ltd.), and subsequently served as the deputy factory
manager of /80 #T{& 23488 (Shanghai Analytical Instrument Overall
Factory) and chief R&D officer of E/8 g% 2&2Z3 B R AT (Shanghai
Precision Scientific Instrument Co., Ltd.). Mr. Li was accredited as an
engineer by the local authority of Shanghai in 1990. He is currently
the vice chairman of FEIDHTEEZEE (China Analytical Instrument
Academy).

Mr. Zhu Chuangui ({5 %&), aged 46, is the general manager of
Sunny Instruments Singapore PTE. Ltd.. He is responsible for the
daily operational management of Sunny Instruments Singapore. Mr.
Zhu received a Doctor’s degree from 7 BIRIER [T /i 77 ¢ B2 45 B L
I35 FT (Xi’an Institute of Optics and Precision Mechanics of CAS¥)
in 1992. He undertook postdoctoral studies in Xi’an Institute of
Optics and Precision Mechanics of CAS from 1992 to 1994 and was
a senior visiting scholar in the three dimensional image study team
of electronic engineering faculty in H B T 2245 K2 (Nottingham
Trent University*) from 1997 to 1998. Before joining the Group in 2008,
he had served as an associate researcher of Xi’an Institute of Optics
and Precision Mechanics of CAS; the dean of Youth Research Centre,
supervisor of postgraduate students and standing committee of Xi’an
Institute of Optics and Precision Mechanics of CAS; research fellow of
NS ERF IR TR S B T AR 22 Fr st H A SR B BRI 9T = (Computer
Integrated Medical Intervention Lab, School of Mechanical & Production
Engineering, Nanyang Technological University, Singapore®), and a
project manager of Volume Interactions Company.
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Mr. Song Yunfeng (R £1&), aged 45, is the deputy general manager and
a director of Sunny Instruments Singapore PTE. Ltd. He is responsible

for the daily sales business of Sunny Instruments Singapore. Mr.
Song graduated from the School of Precision Instrument and Optical
Electronic Engineering of XX 2 (Tianjin University) with a Master’s
degree in engineering in 1987, and obtained a Doctor’s degree in
engineering from &% KE (Tsinghua University) in 1990. He has
received various awards, such as Country Invention Medal and
Technology Advancement Medal. Before joining the Group in March
2008, Mr. Song worked for A Biffii K T30 (Ministry of Space Industry
of PRC), ¥ E ¥ T KE (Nanyang Technological University),
Singapore Factory of American Dataplay Company, and #7103 RH%
35/ (Agency for Science, Technology of Singapore and Research).
Mr. Song was awarded with research fellow qualification issued by
Ministry of Space Industry in 1995.

Mr. Ye Gang (¥f4), aged 48, is the deputy general manager and
a director of the Sunny Instruments Singapore PTE. Ltd.. He is
responsible for the planning and management of new product R&D of
Sunny Instruments Singapore. Mr. Ye obtained a Master’s degree in
engineering from School of Precision Instrument and Optical Electronic
Engineering in &A#ZAE (Tianjin University) in 1986 and a Doctor’s
degree in engineering from j&# K2 (Tsinghua University) in 1990.
Prior to joining the Group in March 2008, Mr. Ye worked in A&
Rl % 422 7] (China Electronics Technology Development Co.,
Ltd), Kinergy, a Singapore company, and the Singapore branch of
Mitutoyo which was a Japanese company.

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

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

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

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company complied with all the principles and code provisions and
most of the recommended best practices of the Code on Corporate
Governance Practices (“Corporate Governance Code”) contained
in Appendix 14 to the the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (“Listing Rules”) for
the year ended 31 December 2009, save and except as disclosed
under the section headed “Chairman and Chief Executive Officer”.
The corporate governance practices adopted by the Company are
summarized below.

THE BOARD
Board Functions

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

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

1. Setting the Company’s mission and values;

2. Formulating strategic directions of the Company;

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

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

5. Ensuring the integrity of the Company’s accounting and financial
reporting systems, including the independent audit, and that
appropriate systems of control are in place, in particular, systems
for monitoring risk, financial control, and compliance with the
law.
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Board Composition

The Board should have a balance of skills and experience appropriate
for the requirements of the business of the issuer. The board should
ensure that changes to its composition can be managed without
undue disruption. The Company is committed to the view that the
Board should include a balanced composition of executive and non-
executive Directors (including independent non-executive Directors)
so that there is a strong independent element on the Board which
can effectively exercise independent judgment. The Board currently
comprises of 11 Directors, including:

Name of Director

Exps

EEENE

EXeBRBETAEHABORELRER - A
BREFERENEZTEXN T BB ERH
B - ARRIRGE EFENATEFEATES
(BREBIIFNTES) ABETE - BREFS
BEEY - TARELBY A EFESREH
T—RERAK - B

Executive Directors #/TE%E

Mr. Wang Wenjian (Chairman & CEQ) E X254 (F/E#HiTEAEE)
Mr. Ye Liaoning E& = 54

Mr. Xie Minghua BB ZE % 4

Mr. Wu Jinxian R & 5 4

Mr. Sun Yang #ok 2 4E

Non-executive Directors FEHTEE
Mr. Shao Yang Dong BB ER 54
Mr. Michael David Ricks%t 4

Independent non-executive Directors BV HHTEE
Dr. Chang Mei Dick sk A& B+

Mr. Koji Suzuki $57K& =54

Dr. Liu Xu 2l/8ig+

Mr. Zhang Yuqing 3R & B 5 4

The Company is also committed to the view that the independent
non-executive Directors should be of sufficient caliber and number for
their views to carry weight. The independent non-executive Directors,
biographical details of whom are set out in the Section headed
“Directors and Senior Management” in this Annual Report, are free
from any business or other relationship which could interfere in any
material manner with the exercise of their independent judgment. The
Composition of the Board as at the date of this Annual Report is set
out in the Section headed “Directors and Senior Management” and
the term of appointments of the Directors is set out under the section
“Directors’ Service Contracts” herein.
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The Board supervises the management of the business and affairs of
the Company. The Board’s primary duty is to ensure the validity of
the Company and to ensure that it is managed in the best interests
of the shareholders as a whole while taking into account the interests
of other stakeholders.

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

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

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

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

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

Provision A.2.1 of the Corporate Governance Code stipulates that the
roles of Chairman and Chief Executive Officer should be separated
and should not be performed by the same individual but Mr. Wang
Wenjian currently assumes both roles of the Chairman and the Chief
Executive Officer of the Company.

During the year under review, Mr. Wang Wenjian, the Chairman and
an Executive Director of the Company, is re-designated as Chief
Executive Officer on 21 July 2009 while remaining as the Chairman
of the Company. He has been directing the strategic growth and
development of the Group, with the responsibility of reviewing the
implementation of the Board’s policies and decisions. Given the
expertise and experience of Mr. Wang, the Board believes that
vesting the roles of both Chairman and Chief Executive Officer in him
provides the Company with strong and consistent leadership, efficient
usage of resources and allows for effective planning, formulation and
implementation of the Company’s business strategies which could
assist to alleviate the impacts of the current economic conditions on
the developments of the Company and better sustain the Group’s
development.

There are 4 independent non-executive Directors in the Board, all
of whom possess adequate independence and therefore the Board
considers that the current structure will not impair the balance of
power and authority between the Board and the management of
business of the Group.

In the meantime, Mr. Ye Liaoning remains as executive Director of
the Group and is appointed as the General Manager of Zhejiang
Sunny Optics Co. Ltd, a subsidiary of the Company, The Re-
designations allows Mr. Ye to concentrate on the development of
optical components business of the Group, which the Board considers
as beneficial to the Company and its group of subsidiaries.

Appointment, Re-Election and Removal

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

Regular Board meetings were held. During the year, the Board
convened 4 Board meetings in total based on the business
developments and needs of the Company. In addition, special Board
meetings would be held when necessary. The attendance of each
Director at Board meetings as follows:

Name of Director

ESECRHELE

EXeTHETER -FN EFTSENEHKH
BREARRAFTEHRBITAREZTESH - o
EE NS EARERRTRIEZEERE - &
ERHREFEERNLENT

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

EESEReE
EEgE HERE EERH
Mr. Wang Wenjian FTNELE 4/4
Mr. Ye Liaoning HESE 4/4
Mr. Xie Minghua FBAZE A 4/4
Mr. Wu Jinxian REELAE 4/4
Mr. Sun Yang Rk gE A 4/4
Mr. Shao Yang Dong AP L 4/4
Mr. Michael David Ricks Michael David Ricks?7t 4 4/4
Dr. Chang Mei Dick RAEL 4/4
Mr. Koji Suzuki SBRAE ZSEE 4/4
Dr. Liu Xu ZeEL 3/4
Mr. Zhang Yuquing RRELEAE 4/4

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

The Nomination Committee, with written terms of reference, is
comprised of 3 members, namely, Dr. Chang Mei Dick and Dr. Liu
Xu (both are independent non-executive Directors) and Mr. Wang (an
executive Director). Dr. Chang was appointed as the Chairman of the
Nomination Committee.

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

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

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

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

(d) to make recommendations to the Board on relevant matters
related to the appointment or re-appointment of Directors and
succession planning for Directors in particular the Chairman and
the Chief Executive Officer.
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Meeting of the Nomination Committee is held at least once a year and
otherwise required. 1 meeting was held in 2009. The attendance of
each Director at Nomination Committee meetings as follows:

Name of Director

REZAESFESBIT - REHLEFEEE
M ZBEAFRBGTORES  HEEEE
REZEERAOCHMT

Nomination Committee
No. of Attendance/No. of Meetings

REZEE
EEE8B HERE EFRH™
Mr. Wang Wenijian EXELE 1/1
Dr. Chang Mei Dick RAE L 1/1
Dr. Liu Xu ZINEE L 1/1
REMUNERATION COMMITTEE FMESES
The Company has established a Remuneration Committee with writen A RAFEXRZHFMEE S - Wil B E @B E &

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

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

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

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

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

(d) to review and approve the compensation payable to executive
Directors and senior management in connection with any loss or
termination of their offices or appointments.
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The meeting of the Remuneration Committee is held at least once a year
and otherwise required. 1 meeting was held in 2009. The Remuneration
Committee has reviewed and approved the remunerations and bonus
payable to executive Directors and senior management for the
financial year under review. The Remuneration Committee chairman
has reported to the Board on the proceedings of the meeting. Details
of the amount of Directors’ emoluments of 2009 are set out in Note
12 to the consolidated financial statements. The attendance of each
Director at Remuneration Committee meeting as follows:

Name of Director

FHEZEEeBFRIBITRER
RS —TTAFRBTT —R2HE - HMM
ZEeCENYMENBEMRFERNATES
LERERENME REL - HFMEESTFED
MEEGERZGENRAEET - —TTNFE
e SRABENGRAMBREMTEI2 - BE
EhEFHEEGERNLENT -

NEEETH

Remuneration Committee
No. of Attendance/No. of Meetings

FHEES
ESEB HERS B
Mr. Shao Yang Dong ABAPER S A= 1/1
Mr. Koji Suzuki BAREZE 11
Mr. Zhang Yuging RARELAE 11

AUDIT COMMITTEE

The Company has established an Audit Committee with written terms
of reference. The Group’s audited final results for the year ended 31
December 2009 were reviewed by all the Audit Committee members,
namely, Mr. Zhang Yuging (Chairman of the Audit Committee), Dr.
Chang Mei Dick, Dr. Liu Xu, Mr. Michael David Ricks and Mr. Shao
Yang Dong.

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

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

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

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

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

For the year ended 31 December 2009, 2 Audit Committee meetings
were held. The Audit Committee has reviewed the annual report for
the year ended 31 December 2009, external auditor’s remuneration,
internal control system and interim report for the period ended 30 June
2009 at the relevant meetings and recorded unanimous decisions. The
chairman of the Audit Committee has reported to the Board on the
proceedings of these meetings. The Board has not taken any view
that is different from that of the Audit Committee.

Furthermore, another meeting was held on 22 March 2010 to review,
inter alia, the annual report and financial statements of the Group for
the year ended 31 December 2009, the report from external auditor
on the audit of the Group’s financial statements, the continued non-
exempt connected transactions, internal control system review and
the re-appointment of external auditor.

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

Name of Director

RER > BELZEETERTZTERBRERE
THIEIE :

(@ TZEAMIMEZBMZERME ERRERLZ
=H Iﬁilitﬁ%%‘%ktﬁﬁ% © HE/ESNES
B 2 H B ARBRIEERNEBERER
BR.EH:

o) BRELRERAEETHRELARATHL
FRERE TR
(0 BEAKEINEZBEEFEZERE &

(d) EEBANEE 2RI S5EE R ABPEE o

BE_FTTANF+_A=1t—HLFE BKRZ
BeABTMAEH - €L EXZBEECEN
BE_ZTNF+_A=1THULFEZFH

SNEZEEIM S  AMEEHERBE_ZZN
FRA=ZTHIEBA@A R EBSRE - WEX R
e BRZEGEFER LlgRRFIEFRAE
SREHME EFSHERZEGCENTE
DU e

H BREZEENR-_FT-—FTF=A-+_H
BOIS—RE&% - UEH (ﬁqﬂ’@%) REEE
ECFTNFT AT ALEFEZFREY
B ~ SMNEZBRED Bl E AL AN R BB S R P
HERE BETERLMERS - R NEPEE
HE R BRSNS EE -

o

BEFHFERZRESERNLEET

\

Audit Committee
No. of Attendance/No. of Meetings

EREEE
BEELiE RE BB RH™
Mr. Zhang Yuquing RRESLE 2/2
Dr. Chang Mei Dick AL 2/2
Dr. Liu Xu ZIfeE+ 2/2
Mr. Michael David Ricks Michael David Ricks?t 4 2/2
Mr. Shao Yang Dong BRPER S A 2/2
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STRATEGY AND DEVELOPMENT
COMMITTEE

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

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

Name of Director

EKERBEREES

ARANRBERERZEGHBESTAK B
RATESTIXERE FEERL  WHER
HHEIEBEEARBIIFATEERAE
FRFREL  INERLEZERRBERER
ZEEIF KBMLRERZBEIEZAFNLSE
I £ 36 75 28 R SRR A S O BB B ¢ B2 AR R E am O
BHEMRMEFSRHER - ZEENKER
BEAMWRERN R MARBITEPHESR -

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

RERREZES
EEEB HERE B XE
Mr. Wang Wenjian TXERYE 4/4
Mr. Ye Liaoning EEESELE 4/4
Mr. Xie Minghua FiE e 4/4
Mr. Wu Jinxian SEBLE 4/4
Dr. Chang Mei Dick RABL 4/4
Mr. Koji Suzuki BRARBE = kA 4/4

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules, and after having made specific
enquiry with regard to securities transactions after the Global offering
by the Directors, all Directors have confirmed their compliance with
the required standards set out in the Model Code regarding Directors’
securities transactions throughout the year ended 31 December
2009.
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EXTERNAL AUDITOR

The Board agrees with the Audit Committee’s approval of appointment
of Deloitte Touche Tohmatsu (“DTT”) as the Company’s external auditor
for 2010. Their reporting responsibilities on the financial statements
are set out in the Independent Auditor’s Report of this Annual Report
on page 80 and 81. Details of the amount of auditors’ remuneration
in 2009 are set out in Note 9 to the consolidated financial statements.
The Company has also paid fees amounting to HK$2.3 million to the
auditor for audit service as a reporting accountant during the year.
Besides, DTT also provided the profits tax filling services amounting
to HK$27,000 to the Company. Other than as disclosed above, DTT
did not provide any other services to the Group.

DTT will retire and offer themselves for re-appointment at AGM of the
Company to be held on 17 May 2010. The re-appointment of DTT as
the external auditor of the Group has been recommended by the Audit
Committee and endorsed by the Board, subject to the shareholders’
approval in the forthcoming AGM.

FINANCIAL REPORTING

The Directors are responsible for keeping proper accounting records
and preparing the financial statements which give a true and fair
view of the state of affairs of the Company and its subsidiaries, in
accordance with Hong Kong Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance. In
preparing the financial statements for the year ended 31 December
2009, the Directors have made judgments and estimates that are
prudent and reasonable and prepared the financial statements on a
going concern basis.

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

The statement by the auditor of the Company about their responsibilities
for the financial statements is set out in the report of the auditors
contained in this Annual Report.

SIS R B
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The Board’s responsibility to present a balanced, clear and
understandable assessment extended to annual and interim reports,
other price-sensitive announcements and other financial disclosures
required under the Listing Rules, and reports to regulators as
well as information required to be disclosed pursuant to statutory
requirements.

INTERNAL CONTROL

The Board is responsible for the Group’s system of internal control and
for reviewing its effectiveness. The Board, the Group’s internal audit
department and management conduct reviews of the effectiveness
of the Company’s system of internal control, including those of its
subsidiaries. The Audit Committee reviews the findings and opinions
of the Group’s internal audit department and management on the
effectiveness of the Company’s system of internal control, and reports
to the Board on such reviews. In respect of the year ended 31
December 2009, the Board considered the internal control system is
effective and adequate. No significant areas of concern which might
affect shareholders were identified. The effectiveness of the Audit
Committee itself is reviewed annually through a formal process which
involves the Joint Company Secretaries preparing an evaluation of
its effectiveness. This is examined by both the internal and external
auditors before submitted to the Board for endorsement.

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

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

In 2009, the Group carried our regular investor relations activities after
the announcement of interim results and annual results, which included
holding one-on-one meetings in Hong Kong in March right after the
announcement of annual results. And a series of roadshow were also
held in Hong Kong and Shanghai after the announcement of interim
results. In November, the Group also held a reverse roadshow in its
PRC headquarter. Besides, the Group participated in “The 16th Annual
China Conference” organized by BNP Paribas Securities (Asia) Co.,
Ltd. in Changsha, Hunan and the “Annual Capital Market Conference
2009” organized by Orient Securities Company Limited in February
2009 in order to maintain close relationship with the investors.

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

Financial Calendar 2010 —E-ZEHKARE
Results Announcement 2009 ZETNEFEERLH
Annual General Meeting FEREAD
Interim Results Announcement RERZEE N
Financial Year End BITS S aLE B

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

On behalf of the Board

Wang Wenjian
Chairman

22 March 2010
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The Directors are pleased to present the 2009 Annual Report,
including the audited consolidated (or combined) financial statements
for the year ended 31 December 2009.

CORPORATE REORGANISATION

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

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

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

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities
of its principal subsidiaries are set out in Note 37 to the consolidated
financial statements.
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DIVIDENDS DISTRIBUTION

The results of the Group for the year ended 31 December 2009 are
set out in the consolidated income statement on page 82.

The Directors recommend the declaration of a final dividend at the
rate of RMB0.02 (equivalent approximately to HK$0.0227) per share
payable on 25 May 2010 to all persons registered as holders of shares
on 11 May 2010. The Register of Members will be closed from 12 May
2010 to 17 May 2010, both days inclusive. In order to be qualified
for the dividend and attending the AGM to be held on 17 May 2010,
shareholders should submit share certificates together with transfer
documents to Hong Kong Branch Share Registrar, Computershare
Hong Kong Investor Services Limited of shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong on
or before 4:30 pm on 11 May 2010.

MAJOR CUSTOMERS AND SUPPLIERS

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

In 2009, the Group’s largest supplier accounted for 18.6% (2008:
31.9%) and the 5 largest suppliers combined accounted for 36.3%
(2008: 45.5%) of the total purchase of the Group.

In 2009, the Group’s largest customer accounted for 11.4% (2008:
14.7%, and the aggregate sales attributable to the Group’s five largest
customers were less than 40% of the total turnover of the Group in
both of the years of 2008 and 2009.

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

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

SHARE CAPITAL

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

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

securities.

DISTRIBUTABLE RESERVES OF THE
COMPANY

Distributable reserves of the Company as at 31 December 2009,
calculation under the Cayman Islands Companies Law amounted to
RMB1,047.5 million (2008: RMB992.6 million) including share premium
of RMB685.8 million and retained earnings of RMB361.7 million.
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DIRECTORS

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

Executive Directors

Mr. Wang Wenjian

Mr. Ye Liaoning

Mr. Xie Minghua (re-elected on 15 May 2009)
Mr. Wu Jinxian (re-elected on 15 May 2009)
Mr. Sun Yang (appointed on 15 May 2009)

Non-Executive Directors

Mr. Shao Yang Dong
Mr. Ricks Michael David

Independent Non-Executive Directors

Dr. Chang Mei Dick

Mr. Koji Suzuki

Dr. Liu Xu (re-elected on 15 May 2009)

Mr. Zhang Yuging (re-elected on 15 May 2009)

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

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

Each of the non-executive Directors is appointed for an initial term of
three years commencing from 18 May 2007, except Mr. Michael David
Ricks and Mr. Sun Yang whose service contracts were commencing
from 30 September 2007 and 15 May 2010 respectively, and each of
the independent non-executive Directors is appointed for initial term
of three years commencing from 18 May 2007.

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

As of 31 December 2009, the interests and short positions of the
Directors and the chief executives in the shares, underlying shares
and debentures of the Company or of any associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQ")), as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, were as

RZZBZFAFT_A=1T—0 REARAZE
F R ERDIEI2EFEZ BERMALE - X
RE(ETRAEFTETES XD 2BEETR)D
REMAMSARRNBERERZMER QA
ZEERTETHRABRBAARALEBE QA
(EERBEHFLMEERPIEXVEL) B - HEEEk
D RIEZH S AR ¢

follows:
Approximate
Name of Long/short Capacity/Nature of percentage of
Name of Director Corporation position interest Number of shares shareholding
EEpg EEAR Be/ KR 5 ERME ROEE BRREBABEI L
Mr. Wang Wenjian The Company Long position Trustee (Note 1) 46,096,000 4.61%
ExERE ARF 35 CEINICiEal)
The Company Long position Trustee and Beneficiary 421,460,060 42.15%
/N HE of a trust (Note 2)
REAREAZHA
(f3E2)
Mr. Ye Liaoning The Company Long position Beneficiary of a trust 421,460,060 42.15%
HEELE /NG| 58] (Note 3)
FiEREA (HE3)
Mr. Wu Jinxian The Company Long position Beneficiary of a trust 421,460,060 42.15%
REBRE /NG| HE (Note 4)
FErREEaA (M)
Mr. Sun Yang The Company Long position Beneficiary of a trust 421,460,060 42.15%
Bt /NS HE (Note 5)
EEREA (HE5)
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Notes:

M

Mr. Wang Wenijian 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 4.61% of the issued share capital of the Company.
Accordingly, Mr. Wang Wenijian is deemed to be interested in 46,096,000
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. Ye Liaoning is a beneficiary under the Sunny Employee Trust, under
which he is entitled to 6.20% of the beneficial interest. As a beneficiary of
the trust, he is deemed to be interested in all the equity interest that Sunny
Employee Trust owns under the SFO. Sun Ji owns 92.32% equity interest
in Sun Xu, which in turn owns 421,460,060 shares of the Company. As a
controlling shareholder, Sun Ji is deemed to be interested in all the shares
that Sun Xu owns under the SFO. Accordingly, Mr. Ye Liaoning is deemed
to be interested in 421,460,060 shares under the SFO.

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

Mr. Sun Yang is a beneficiary under the Sunny Employee Trust, under
which he is entitled to 0.84% of the beneficial interests. As a beneficiary of
the trust, he is deemed to be interested in all the equity interest that Sunny
Employee Trust owns under the SFO. Sun Ji owns 92.32% equity interest
in Sun Xu, which in turn owns 421,460,060 shares of the Company. As a
controlling shareholder, Sun Ji is deemed to be interested in all the shares
that Sun Xu owns under the SFO. Accordingly, Mr. Sun Yang is deemed
to be interested in 421,460,060 shares under the SFO.

Other than as disclosed above, none of the Director and chief executive

had any interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated corporations
as of 31 December 2009.
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SHARE OPTION SCHEME

On 25 May 2007, the Company adopted a share option scheme (the
“Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Company.
Eligible participants of Scheme include, without limitation, employees,
Directors and shareholders of the Group. Up to 31 December 2009, no
share option has been granted or agreed to be granted to any person
or exercised by any person under the Scheme.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S SHARES

The Company is empowered by the applicable Companies Law of
the Cayman Islands and the Articles of the Association to repurchase
its own shares subject to certain restrictions and the Board may only
exercise this power on behalf of the Company subject to any applicable
requirements imposed from time to time by the Stock Exchange. There
was no purchase, sale or redemption by the Company or any of its
subsidiaries, of the Company’s listed shares during the period from
the Company’s Global Offering to 31 December 2009.

DIRECTORS’ INTERESTS IN
SIGNIFICANT CONTRACTS

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

MANAGEMENT CONTRACT

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

BRERTE

RZZZLFREA-+HB  NARERANER
‘EtE ([5H81)) BMABRARRMKNAEX
BERHABERSEEREBNER - S BB
2mERR (ETRRY) BE  EFMAKER
R-BEZZTNFTZA=1+—8 K&t
BRERABRDEEE T EMAL - TREER
AT EITERBAAE -

BE HEFBEEEARTARSG

RIEFEREAREMARAERMAA - AAF
AEETRS TBREARTNRG - HESFSR
RARNBTEZBENE  BAFEBIMT
BEROTAERRTE - AARREREERE
“ETAFT_A=T R ARAHEEM
MEARGERE HEXBOARFZ LTk

{/'\ o

EERNEREGNER

ARE - HEBEAR - ZRER - REHME QR
o P /88 1 B BT 200 AN 4R A JE 3 R (AR B
DABRERMEERES (TREERKME)
BHEEARNENERGL -

BEEEHN

VTEAHEEREEAREZREBHEMEKN
XD ERAF FRAFRETARFREDALER
MRITERAL °

Sunny Optical Technology (Group) Company Limited 35 X 2% (£8) HFRAF / Annual Report 2009 &

7



72

DISCLOSURE OF SUBSTANTIAL
SHAREHOLDERS

TERRESKE

As of 31 December 2009, so far as the Directors are aware, the
following persons or institutions have beneficial interests or short
positions in any shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, Cap 571 of the Laws of Hong
Kong, or who is directly and/or indirectly interested in 10% or more
of the nominal value of any class of share capital carrying rights to

vote in all circumstances at general meetings of any other member

of the Group:

RZZBZNF+ZA=+—8 HRESHA T
AT REERERBRIBERBELEETTRESFR
BB GBI EXVERE2 3D ERAR E AR A R FHE
BERIAR TR G AR NP A ERSXE
S EER SEERETRTEERL T ERER
FAEMKE RARRREANSIRENE (A ERRA
H{E10%3 A E -

Approximate

Long/short percentage of
Name Position Type of interest Number of Share shareholding
£F #E/ %R SR RPEE BFRENE D
Sun Xu Limited (“Sun Xu”) Long position Beneficial owner 421,460,060 42.15%
FRIBAR AR ([F218]) 1R BEREAA
Sun Ji Limited (“Sun Ji") Long position Interest in a controlled corporation 421,460,060 42.15%
(Note 1) e REthEEER
REBRRAR ([5#E])
(PR&E1)
Mr. Wang Wenjian (Note 2) Long position Interest in a controlled 467,556,060 46.76%
F3CE (fifsE2) A corporation, trustee of a
trust and trustee and one of
beneficiaries of a trust
REEERR  FRXFEANK
EAXFARER—RET
@A
Mr. Ye Liaoning (Note 3) Long position Beneficiary of a trust 421,460,060 42.15%
EEERE (HE3) e EREXEA
Mr. Wu Jinxian (Note 4) Long position Beneficiary of a trust 421,460,060 42.15%
REBERE (MiFE4) 1E FRXEA
Mr. Sun Yang (Note 5) Long position Beneficiary of a trust 421,460,060 42.15%
Bkt (MisEs) 5o FRXEA
Summit Optical Holdings Inc Long position Beneficial owner 171,174,508 17.12%
(“Summit”) He EEHEEA
Chengwei Ventures Evergreen Long position Interest in a controlled corporation 207,715,208 20.77%
Fund, L.P. (Note 6) iR REEEE S
RAES (H6)
Sun Zhong Limited Long position Beneficial owner 46,096,000 4.61%

(“Sun Zhong”) (Note 7)

REPBRAE ([5R]) (ME7)

A

EalBEA
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Notes:

M

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

As Mr. Wang Wenjian is the sole shareholder of Sun Guang Limited and
the trustee and one of the beneficiaries of the Sunny Employee Trust, Mr.
Wang Wenjian is deemed to be interested in the 421,460,060 shares held
by Sun Xu under the provisions of SFO. As Mr. Wang Wenjian is the trustee
of the PRC Investor Trust, Mr. Wang Wenijian is deemed to be interested in
the 46,096,000 shares held by Sun Zhong under the provisions of SFO.

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

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

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

Chengwei Ventures Evergreen Management, LLC is the general partner of
Chengwei Ventures Evergreen Fund, L.P., accordingly, Chengwei Ventures
Evergreen Management, LLC is deemed to be interested in 207,715,208
shares under the SFO.

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

(7) Pursuant to an agreement entered into in November 2009, Sun Zhong had
sold certain shares in the Company to third parties, resulting in a reduction
of shareholding interests in the Company from 5.79% to 4.61%.

Definition of terms:

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

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

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

Save as disclosed above, as of 31 December 2009, no other
shareholder of the Company had any interests or short positions in
the shares or underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO.

APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

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

©6)

Inc. (fCWI 1)
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CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in Note 34 to the

consolidated financial statements also constituted continuing
connected transactions under the Listing Rules which are required
to be disclosed in this report in accordance with Chapter 14A of the

Listing Rules. During the year ended 31 December 2009, the Group

has carried out certain business transactions with the following

connected companies and entities:

(@)

Given the growth in business and the Group’s policy to concentrate
on core business of optical and optical related products, the Group
purchased and sold raw materials from/to Yuyao City Xingbang
Optoelectronic Instruments Company Limited pursuant to the
Product Sale Agreements dated on 1 January 2007 amounting
to approximately RMB2,940,000 and RMB457,000 respectively.

Shanghai Sunny Hengping Scientific Instrument Company Limited,
Ningbo Sunny Instruments Co., Ltd., Ningbo Sunny Opotech
Co., Ltd., Ningbo Sunny Infrared Technologies Company Ltd.
and Zhejiang Sunny Optics Co., Ltd. leased certain facilities
properties for general business and ancillary uses from Sunny
Group pursuant to the Facilities Tenancy Agreements entered
on 8 October 2008 amounting to approximately RMB3,881,000
throughout the year.

Shanghai Sunny Hengping Scientific Instrument Company Limited
sold scientific instruments to Shanghai Shuangquan Scientific
Instruments Company Limited (“Shuangquan”) pursuant to the
Distribution Agreement dated on 25 July 2008 amounting to
approximately RMB1,046,000 throughout the year. Shuangquan
is principally engaged in the distribution and selling of scientific
instruments and possesses a well-established distribution network
and capabilities. The appointment of Shuangquan as a distributor
of the products is a good opportunity for the Group to take
advantage of their valuable resources, thereby enhancing the
Group’s turnover, profitability and market presence in the PRC.

Given its growth in business and the Group’s policy to concentrate
on core business of optical and optical related products, the
Group purchased raw materials from Yuyao City Xingli Optics
Instruments Factory pursuant to the Product Sale Agreements
dated 1 January 2007 amounting to approximately RMB1,119,000
throughout the year.
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The Independent non-executive Directors have reviewed and confirmed
that the above continuing connected transactions were entered into:

(i)

(i

(i)

in the ordinary and usual course of business of the Group;

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

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

The transactions are defined by the Listing Rules as “continuing

connected transactions” and are exempt from the independent
shareholders’ approval requirements. The transactions has complied
the reporting and announcement requirements set out in Chapter 14A

of the Listing Rules.

CONNECTED PERSONS

(i)

(i

(i)

(iv)

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

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

Mr. Wu is an executive Director and Yuyao City Xingbang
Optoelectronic Instruments Company Limited is wholly-owned
by his cousin, an associate. Accordingly, Yuyao City Xingbang
Optoelectronic Instruments Company Limited is a connected
person of the Company.

Mr. Ye is an executive Director and Yuyao City Xingli Optics
Instruments Factory is wholly-owned by his brother-in-law, an
associate. Accordingly, Yuyao City Xingli Optics Instruments
Factory is a connected person of the Company.
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(v) Sunny Group, which is an associate of a Director and substantial
shareholder, is a connected person of the Company under
Rules 1.01 and 14A.11 of the Listing Rules and any transactions
between the Group and Sunny Group shall constitute connected
transactions under the Listing Rules.

(vi) As Mr. Du Guorong is a substantial shareholder of Shanghai Sunny
Hengping Scientific Instrument Company Limited, a non wholly-
owned subsidiary of the Company and Shuangquan is entirely
owned by Ms. Chen Wei, the spouse of Mr. Du, Shuangquan
is a connected person of the Company and the transactions
contemplated under the Distribution Agreement, which are
continuing or recurring in nature, constitute continuing connected
transactions of the Company under the Listing Rules.

Pursuant to Rule 14A.38 of the defined the Listing Rules, the Board
engaged the auditor of the Company to perform certain agreed upon
procedures in respect of the continuing connected transactions of
the Group. The auditor has reported the factual findings on these
procedures to the Board. The independent non-executive Directors
have reviewed the continuing connected transactions and the report
of the auditor and have confirmed that the transactions have been
entered into by the Company in the ordinary course of its business
and in accordance with the terms of the agreement governing such
transactions that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

During the year 2009, the purchase of raw materials from each of the
companies, Yuyao City Jiahua Optoelectronic Components Factory
and Yuyao City Urban Fanxing Electrical Appliance Factory by the
Group did not exceed the aggregate annual cap namely RMB900,000.
The purchase and sales of raw materials from/to Yuyao City Xingbang
Optoelectronic Instruments Company Limited did not exceed the
aggregate annual cap namely RMB9.4 million. The purchase of raw
materials from Yuyao City Xingli Optics Instruments Factory did not
exceed the aggregate annual cap namely RMB1.8 million. The sales of
scientific instruments to Shanghai Shuangquan Scientific Instruments
Company Limited did not exceed the aggregate annual cap namely
RMB2.5 million. The rents payable for facilities and ancillary facilities
to Sunny Group during the year did not exceed the aggregate annual
cap namely RMB4.6 million for the year ended 31 December 2009.
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INTERESTS IN COMPETITORS

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

EMOLUMENT POLICY

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

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regards to the Group’s operating
results, individual performance and comparable market statistics.

The Group operates a Mandatory Provident Fund (“MPF”) Scheme
under rules and regulations of MPF Schemes Ordinance for all its
employees in Hong Kong. All the employees of the Group in Hong
Kong are required to join the MPF Scheme. Contributions are made
based on a percentage of the employees’ salaries and are charged to
consolidated income statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme. No forfeited
contribution is available to reduce the contribution payable in the future
years as of 31 December 2009.

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

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

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

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within knowledge of its Directors at the latest practicable date prior to
the issue of the annual report, the Company has maintained a sufficient
public float throughout the period from 15 June 2007, being the date
of Listing to 31 December 2009.

POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date are
set out in note 36 to the consolidated financial statements.

USE OF PROCEEDS FROM THE PUBLIC
OFFERING

As of 31 December 2009, the Group only utilised approximately of
RMB493.0 million out of the proceeds from the Global Offering. To the
extent that the net proceeds from the Company’s Global Offering are
not immediately used up for the purposes mentioned in the Company’s
Prospectus dated on 4 June 2007, they were placed on short term
interest bearing-deposits with licensed banks in Hong Kong.

AUDITORS

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

By order of the Board of Directors
Wang Wenjian
Chairman

Yuyao, Zhejiang, the PRC
22 March 2010
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TO THE MEMBERS OF
SUNNY OPTICAL TECHNOLOGY (GROUP) COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Sunny
Optical Technology (Group) Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
82 to 162, which comprise the consolidated statement of financial
position as at 31 December 2009, and the consolidated statement
of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory notes.

Directors’ responsibility for the consolidated
financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, 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.
We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2009
and of the Group’s profit and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 March 2010
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2009 2008
—EENE ZZEENF
NOTES RMB’000 RMB’000
ks AR®TT ARETTT
Revenue WA & 1,309,565 1,267,057
Cost of sales $HEM A (1,085,611) (1,016,210)
Gross profit FEFl 273,954 250,847
Other income H AU A 6 35,031 41,164
Selling and distribution expenses $5€& & 7 5 52 (31,933) (30,950)
Research and development expenditure fff 2% 5 5% (75,929) (56,146)
Administrative expenses 77H % (93,829) (108,009)
Impairment loss on goodwill B2 {E &8 = (8,006)
Loss on partial disposal of interests in subsidiaries
HEMB AR ERAER (5,754) (216)
Finance costs @& 4 7 (1,850) (15)
Profit before tax B 51 4 F1 99,690 88,669
Income tax expense FT5 %Sz 8 (12,755) (12,097)
Profit for the year & A4 7l 9 86,935 76,572
Other comprehensive income HfthZmE UL A
Exchange differences arising on translation 18 & 4 FYIE 5, 2= 58 2,467 (289)
Fair value change on available-for-sale financial assets
AHEESREENAREEZY - 1,638
Income tax relating to fair value change on
available-for-sale financial assets
BT HEESRMEEN AR BEZIMAEN - (603)
Reclassification adjustment for the cumulative gain included in
profit or loss upon disposal of available-for-sale financial assets
HEAMHEESREERT ABRN R RENERHFAE - (4,964)
Income tax relating to reclassification adjustment for
the cumulative gain included in profit or loss upon
disposal of available-for-sale financial assets
RN EAHEEeMEERT ABRN R ED
B HEAEMEH - 741
Other comprehensive income (expense) for the year (net of tax)
FREMEERA (FAX) (BREE) 2,467 (3,473)
Total comprehensive income for the year & A2 E U A 4258 89,402 73,099
Profit for the year attributable to: FE{54E A% F :
Owners of the Company A2 &% 91,934 78,377
Minority interests 4> Ex % 0 #E & (4,999) (1,805)
86,935 76,572
Total comprehensive income attributed to: fE{L 2 W A LLZE -
Owners of the Company A2 &% 93,455 74,904
Minority interests 4> Ex % 0 #E &4 (4,053) (1,805)
89,402 73,099
Earnings per share — Basic (RMB cents) &A% & H] — HEAR (AR¥ED) 11 9.19 7.84
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2009 2008
—EBEAF —EENF
NOTES RMB’000 RMB’000
Bt ARET T ARETTT
NON-CURRENT ASSETS FAB&EE
Property, plant and equipment #7% - # 25 X% & 13 486,213 496,579
Prepaid lease payments Faff & 14 19,260 19,762
Goodwill E& 15 12,168 12,168
Intangible assets EFE & 17 14,946 8,796
Deferred tax assets EEFEE &= 18 2,007 1,432
Deposits for acquisition of property, plant and equipment
W - MRRRE RS 3,210 4,001
537,804 542,738
CURRENT ASSETS B &E
Inventories 7 & 19 148,431 126,351
Trade and other receivables and prepayment
B 5 N HoAh e W 5k IE K TR IR 20 375,574 257,606
Prepaid lease payments T8t & 14 502 502
Tax recoverable AJ Y [E] F{ 18 - 2,246
Amount due from a related party J&U% 328 A + 78 34(c) 12 =
Available-for-sale investments A ff H &% & 21 - 4,000
Financial assets designated as at fair value
through profit or loss AR EFFABRZ ©RIEE 22 - 291,070
Pledged bank deposits B ER1TE 23 19,185 =
Bank balances and cash 8174564 IR & 23 740,320 387,536
1,284,024 1,069,311
CURRENT LIABILITIES g & &
Trade and other payables & 5 & E b Ji& {<F 7118 24 294,027 190,400
Amounts due to related parties &1~ B8 A + 518 34(c) 6,765 8,015
Amount due to a minority shareholder of a subsidiary
FERTHIB A R D EAR R FKIA 25 519 2,475
Tax payable &S F118 3,816 306
Borrowings f& & 26 28,888 18,284
334,015 219,480
NET CURRENT ASSETS RE&EFE 950,009 849,831
TOTAL ASSETS LESS CURRENT LIABILITIES @& ERABEE 1,487,813 1,392,569
NON-CURRENT LIABILITIES ¥ 7B & &
Borrowings & & 26 27,011 17,226
Deferred tax liabilities #EEHH & & 18 8,031 7,996
Deferred income & & A 3,368 1,023
38,410 26,245
1,449,403 1,366,324
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2009 2008
—EENF —EENF
NOTES RMB’000 RMB’000
M5 AR¥T T ARBFIT

CAPITAL AND RESERVES &X& K f#5
Share capital i 2~ 27 97,520 97,520
Reserves f# & 1,318,654 1,245,199
Equity attributable to owners of the Company AN 2 & % 5 {5 i x5 1,416,174 1,342,719
Minority interests £ R iz 33,229 23,605
1,449,403 1,366,324

The consolidated financial statements on pages 82 to 162 were
approved and authorised for issue by the Board of Directors on
22 March 2010 and are signed on its behalf by:

Wang Wenjian
EXE
Chairman

EY:

FENEREFIRAZFAMBHRREEZTERN
“E-ZF=ZA T BHERRETIE - A h

THEFREREE

Sun Yang
Director

EF
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Attributable to owners of the Company &% BB R

Statutory Discretionary Investment
Share Share Special surplus surplus Other  revaluation  Translation ~  Retained Minority
capital premium reserve reserve reserve reserves reserve reserve profits Total interests Total
R REE  RRIRE tEEHERE DERBEE  BHRR REBMEE  RERG  REEA & JURRER @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR ARBTR  ARETT ARETR  ARBTR  ARETR  ARETR  ARBTT ARETRT ARMTR  ARETR
(note @) (note b) (note b) (note ¢)
(BfzFa) G (Htito) (Bizkc)
At 1 January 2008 R=2F\F-A—-H 97,620 685,810 156,931 31,008 916 63,994 3,188 - 249453 1,288,815 6230 1,295045
Prolfit for the year £ & = = = = = = - - 78,3711 78377 (1,808) 76,572
Exchange differences arising on translation
BEREENENZE - - - - - - - (285) - (285) - (285)
Fair value change on available-for-
sale financial assets
AfHESRAENALEEY = = - - - - 1638 - - 1,638 - 1,638
Income tax relating to fair value change on
avalable-for-sale financial assets
EEMRLESRARNAL BEDHER = - - - - - (603) - - (603) - (603)
Reclassffication adjustment for the
cumulative gain included in profit or
loss upon disposal of available-for-sale
financial assets
HEM L ESHERER AR
LhENENAERE - - - - - - (4,964) - - (4,964) - (4,964)
Income tax refating to reclassification
adjustment for the cumulative gain
included in profit or loss upon disposal
of available-for-sale financial assets
ERHETRL EORERR ABRH
ZithEnEN A BRRAER = - - - - - 741 - - 4 - 741
Total comprehensive income for the year
EREEANER = - - - - - (3,188) (285) 78377 74904 (1,805) 73,099
Contribution from minority shareholders
SURRTE - - - - - - - - - - 1414 1414
Partial disposal of interest in subsidiaries
LENBARBAER = - - - - - - - - - 1,246 1,246
Dividend paid B8 = = = = = = - - (21,000) (21,000) - (21,000)
Acquisition of a subsidiary (note 33)
YEMBAR (H333) - - - - - - - - - - 16,520 16,520
At 31 December 2008 and 1 January 2009
RZFENEFZA=+-AR
“EENE-A-H 97,520 685,810 156,931 31,003 916 63,994 - (285) 306,830 1,342,719 23605 1,366,324
Profit for the year R - - - - - - - - 91,934 91,934 (4,999) 86,935
Exchange differences arising on translation
HEREANES 28 - - - - - - - 1,521 - 1,521 946 2,467
Total comprehensive income for the year
ERrEANER - - - - - - - 1,521 91,034 93,455 (4,053) 89,402
Contribution from minority shareholders
SERRTE - - - - - - - - - - 7911 7911
Partial disposal of interest in subsidiaries
LENBAABAER - - - - - - - - - - 5,766 5,766
Dividend paid B fif&& = = - - - - - - (20,000) (20,000) - (20,000)
Appropriation & - - - - - 17,087 - - (17,087) - - -
At 31 December 2009
RZEFNET=A=T-H 97,520 685,810 156,931 31,003 916 81,081 - 1,236 361,677 1,416,174 33229 1,449,403
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Notes:

(a)

Sunny Optical Technology (Group) Company Limited X285 (%£8) B AT / Annual Report 2009 43§

The amount recorded in the special reserve was resulted from:

(i)  the acquisition of 11.22% equity interest in Zhejiang Sunny Optics
Co., Ltd. (“Sunny Optics”) and Ningbo Sunny Instruments Co., Ltd.
(“Ningbo Instruments”) by Sunny Group Limited (“Sunny Group”),
represents the net carrying amount of 11.22% equity interest in Sunny
Optics and Ningbo Instruments at the date of acquisition;

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

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

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

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

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

Other reserves represent enterprise expansion fund and reserve fund.
These reserves are non-distributable and the transfer to these reserves
are determined by the board of directors of the PRC subsidiaries in
accordance with the Articles of Association. Other reserves can be used
to make up for previous year’s losses or convert into additional capital of
the Company’s PRC subsidiaries.
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2009 2008
—EBEAF ZEENF
RMB’000 RMB’000
AR¥ET T ARETTT
OPERATING ACTIVITIES & &85
Profit before tax B %i Ail i £l 99,690 88,669
Adjustments for: FH% :
Depreciation of property, plant and equipment %1% - #82 k R &I E 82,566 72,976
Release of prepaid lease payments T2 7H & 1% 502 502
Amortisation of an intangible asset & /& # 54 3,328 105
Allowance for inventories 17 & # & - 9,446
Allowance for bad and doubtful debts 1% Bk & & 64 2,782
(Gain) loss on disposal of property, plant and equipment
HEME - R REE (W) BE (304) 1,776
Loss on partial disposal of interests in subsidiaries £ &HIEB A 71 E8 D S H E 1B 5,754 216
Change in fair value of financial assets designated as at FVTPL
BARBEFABR EREENAREEL - (7,856)
Recycling of gain from equity as disposal of investments classified
as available-for-sale investments H%& %48 & R 1 &% & B IRIRE IS = (3,188)
Impairment loss on goodwill FE R {EE %k = 8,006
Waiver of long outstanding payables £ &~ R 7K = (1,811)
Interest income F BMA (19,686) (8,496)
Interest expenses & B.F % 1,850 15
Operating cash flows before movements in working capital
LEECEPINKERENRE 173,764 163,142
Increase in inventories 17 &3 N (21,661) (809)
(Increase) decrease in trade and other receivables and prepayment
B 5 K H Ath fEUGRIA R IB 5RIE (38 n) R (116,622) 125,242
Increase in amount due from a related party f&Ux B8 A £+ FIEE N (12) =
Increase (decrease) in trade and other payables & 5 K H b & 50323 hn1 CRi4>) 101,633 (75,000
(Decrease) increase in amounts due to related parties FEfIRIE A T7RIE CFid>) 0 (1,274) 2,354
Increase in deferred income #EIEUL A B N 2,345 -
Cash generated from operations &< /& BFT15H & 138,173 214,929
Income taxes paid 21~ FT{S 5 2058 (7,539) (12,219
NET CASH FROM OPERATING ACTIVITIES & ZB TS H € T8 130,634 202,710
INVESTING ACTIVITIES & EE
Purchases of property, plant and equipment f8& & #% - # 22 &8 (75,709) (150,163)
(Increase) decrease in pledged bank deposits 2 IR 1TERR (3L H0) /> (19,185) 1,690
Advance from a minority shareholder of a subsidiary
ME AR D HARRBK - 1,228
Purchase of an intangible asset & & ## & & (2,249) -
Proceeds on disposal of financial asset designated as at fair value through profit or loss
HERARBEF ABRZ @BEEMSRIE 291,070 -
Interest received & Y F 5 19,686 8,496
Proceeds from disposal of property, plant and equipment
HEWE - WS RREPAEFHIA 10,100 1,808
Proceeds on disposal of available-for-sale investment & A it i &% & friS 5018 4,000 66,188
Contribution from minority shareholders > &)+ & 871 _
Proceeds from partial disposal of interests in subsidiaries
HEWMB QR BOERPIFHIR 12 1,030
Purchases of financial asset designated as at fair value through profit or loss
WHBIER AR EFABRZZ SREE - (283,214)
Acquisition of available-for-sale investments & & f] ff | &5 & = (4,000)
Repayment of advance to related parties [A]Ed:E A 1818 83X - 2,298
NET CASH FROM (USED IN) INVESTING ACTIVITIES
RETBRE (i) REFHE 228,596 (354,639)
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2009 2008
—RENF —ETNF
RMB’000 RMB’000
ARET T ARBTTT
FINANCING ACTIVITIES @& & &
Interest paid 21~ Fl &8 (1,850) (15)
Dividends paid 2 1% & (20,000) (21,000)
New bank borrowings raised ¥7i& 1T & 46,855 15,120
Repayment of borrowings EEEE (30,259) =
Repayment of amount due to a minority shareholders of a subsidiary
BEENHE A RSN RFE (2,475) -
Advance from a minority shareholder of a subsidiary
MR E D BARRBK 519 -
Advance from a related party FiE A £E3% 24 =
Contribution from minority shareholders > 5 E & - 1,414
NET CASH USED IN FINANCING ACTIVITIES B & EE Frit R & F 5 (7,186) (4,481)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
HeRELEEBEREM CRL) B8 352,044 (156,410)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
FOReRASLEEER 387,536 543,689
EFFECT OF FOREIGN EXCHANGE RATE CHANGES E R # B/ & 740 257
CASH AND CASH EQUIVALENTS AT END OF YEAR,
represented by bank balances and cash
FRESRASEEER @ ARTEHRNIE S 740,320 387,536
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GENERAL

The Company was incorporated in the Cayman Islands on 21
September 2006 as an exempted company under the Companies
Law Chapter 21 (Law 3 of 1961 as consolidated and revised) of
the Cayman Islands and its shares have been listed on the Stock
Exchange of Hong Kong Limited with effect from 15 June 2007.
Its ultimate holding and parent company is Sun Xu Limited, a
private limited company incorporated in the British Virgin Islands.
The address of the registered office is located at Codan Trust
Company (Cayman) Limited, Cricket Square, Hutchins Drive, PO
Box 2681 GT, George Town, Grand Cayman, British West Indies
and its place of business is located at Nos. 66-68, Shunyu Road,
Yuyao, Zhejiang Province, PRC.

The consolidated financial statements are presented in Renminbi
(“RMB”), which is also the functional currency of the Company.

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

In the current year, the Group has applied the following new and
revised Standards, Amendments and Interpretations (“new and
revised HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).

HKAS 1 (Revised 2007) Presentation of Financial Statements

HKAS 23 (Revised 2007) Borrowing Costs

HKAS 32 & 1 Puttable Financial Instruments and
(Amendments) Obligations Arising on Liquidation

HKFRS 1 & HKAS 27 Cost of an Investment in a Subsidiary,
(Amendments) Jointly Controlled Entity or Associate

HKFRS 2 (Amendment) Vesting Conditions and Cancellations

HKFRS 7 (Amendment) Improving Disclosures about Financial
Instruments

Operating Segments

Embedded Derivatives

HKFRS 8
HK(IFRIC) - Int 9 &
HKAS 39 (Amendments)

HK(IFRIC) — Int 13 Customer Loyalty Programmes

HK(FRIC) - Int 15 Agreements for the Construction of

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

HK(IFRIC) - Int 16 Hedges of a Net Investment in

a Foreign Operation

HK(IFRIC) — Int 18 Transfers of Assets from Customers

HKFRSs (Amendments) Improvements to HKFRSs issued in

2008, except for the amendment
to HKFRS 5 that is effective for
annual periods beginning

on or after 1 July 2009

HKFRSs (Amendments) Improvements to HKFRSs issued in

2009 in relation to the amendment
to paragraph 80 of HKAS 39

Except as described below, the adoption of the new and revised
HKFRSs has had no material effect on the consolidated financial
statements of the Group for the current or prior accounting
periods.

New and revised HKFRSs affecting presentation
and disclosure only

HKAS 1 (Revised 2007) Presentation of Financial Statements

HKAS 1 (Revised 2007) has introduced terminology changes
(including revised titles for the consolidated financial statements)
and changes in the format and content of the consolidated
financial statements.

HKFRS 8 Operating Segments

HKFRS 8 is a disclosure standard that has not resulted in a
redesignation of the Group’s reportable segments nor changes in
the basis of measurement of segment profit or loss, but resulted
in changes in the basis of measurement of segment assets and
segment liabilities (see note 5).
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and revised HKFRSs affecting the reported
results and/or financial position

HKAS 23 (Revised 2007) Borrowing Costs

In previous years, the Group expensed all borrowing costs that
were directly attributable to the acquisition, construction or
production of a qualifying asset when they were incurred. HKAS
23 (Revised 2007) removes the option previously available to
expense all borrowing costs when incurred. The adoption of
HKAS 23 (Revised 2007) has resulted in the Group changing its
accounting policy to capitalise all such borrowing costs as part of
the cost of the qualifying asset. The Group has applied the revised
accounting policy to borrowing costs relating to qualifying assets
for which the commencement date for capitalisation is on or after
1 January 2009 in accordance with the transitional provisions in
HKAS 23 (Revised 2007). As the revised accounting policy has
been applied prospectively from 1 January 2009, this change in
accounting policy has not resulted in restatement of amounts
reported in respect of prior accounting periods.

The directors of the Company considered that the application of
this revised standard did not have material impact for the current
year on the consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and revised HKFRSs affecting the reported
results and/or financial position (Continued)

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

but are not yet effective.

HKFRSs (Amendments)

HKFRSs (Amendments)
HKAS 24 (Revised)
HKAS 27 (Revised)
HKAS 32 (Amendment)
HKAS 39 (Amendment)
HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 9
HK(IFRIC) - Int 14
(Amendment)
HK(FRIC) = Int 17
HK(IFRIC) - Int 19

Amendment to HKFRS 5 as part of
Improvements to HKFRSs 2008

Improvements to HKFRSs 20092
Related Party Disclosures®

Consolidated and Separate Financial
Statements'’
Classification of Rights Issues*

Eligible Hedged Items'

Additional Exemptions for First-time
Adopters®

Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time
Adopters®

Group Cash-settled Share-based
Payment Transactions?®

Business Combinations’

Financial Instruments’
Prepayments of a Minimum Funding
Requirement®

Distributions of Non-cash Assets to
Owners!

Extinguishing Financial Liabilities
with Equity Instruments®
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and revised HKFRSs affecting the reported
results and/or financial position (Continued)

U Effective for annual periods beginning on or after 1 July 2009.

2 Amendments that are effective for annual periods beginning on or
after 1 July 2009 and 1 January 2010, as appropriate.
g Effective for annual periods beginning on or after 1 January 2010.

4 Effective for annual periods beginning on or after 1 February 2010.
9 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.

The application of HKFRS 3 (Revised) may affect the Group’s
accounting for business combination for which the acquisition
date is on or after 1 January 2010. HKAS 27 (Revised) will affect
the accounting treatment for changes in the Group’s ownership
interest in a subsidiary.

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 the
other new and revised standards, amendments or interpretations
will have no material impact on the consolidated financial
statements.
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SIGNIFICANT ACCOUNTING
POLICIES

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

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

Basis of consolidation

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

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

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

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

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

POLICIES (Continued)
Business combinations

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

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

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

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost less any accumulated impairment losses and is presented
separately in the consolidated statement of financial position.

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

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

Revenue recognition

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

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

Subcontracting service income is recognised when services are
provided.

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

Property, plant and equipment

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

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

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

Property, plant and equipment (Continued)

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

Leasing

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

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Leasehold land and building

The land and building elements of a lease of land and building
are considered separately for the purpose of lease classification,
unless the lease payments cannot be allocated reliably between
the land and building elements, in which case, the entire lease is
generally treated as a finance lease and accounted for as property,
plant and equipment. To the extent the allocation of the lease
payments can be made reliably, leasehold interests in land are
accounted for as operating leases and released over the lease
term on a straight-line basis.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies

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

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.

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

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1
January 2005 are treated as assets and liabilities of that foreign
operation and retranslated at the rate of exchange prevailing at
the end of the reporting period. Exchange differences arising are
recognised in the translation reserve.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale for which the commencement date for
capitalisation is on or after 1 January 2009, are added to the cost
of those assets until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Government grants

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Government grants related to depreciable assets are recognised
as a deduction from the carrying amount of the relevant asset in
the consolidated statement of financial position and transferred to
profit or loss over the useful lives of the related assets.

Retirement benefit costs
Payments to defined contribution retirement benefit schemes are

charged as an expense when employees have rendered service
entitling them to the contributions.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of the
reporting period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and
liabilities. Deferred tax is recognised in profit or loss, except when
it relates to items that are recognised in other comprehensive
income or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity
respectively.

Intangible assets
Research and development expenditures

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

An internally-generated intangible asset arising from development
(or from the development phase of an internal project) is recognised
if, and only if, all of the following have been demonstrated:

e the technical feasibility of completing the intangible asset so
that it will be available for use or sale;
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Intangible assets (Continued)
Research and development expenditures (Continued)

e the intention to complete the intangible asset and use or sell
it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable future
economic benefits;

e the availability of adequate technical, financial and other
resources to complete the development and to use or sell the
intangible asset; and

e the ability to measure reliably the expenditure attributable to
the intangible asset during its development.

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

Subsequent to initial recognition, internally-generated intangible
asset is measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.

Intangible assets acquired in a business combination

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

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

Subsequent to initial recognition, intangible assets with finite useful
lives are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives.

Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in profit
or loss in the period when the asset is derecognised.

Inventories

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

Impairment losses on tangible and intangible
assets other than goodwill (see the accounting
policy in respect of goodwill above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss, if any. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

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

Financial instruments

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

Financial assets

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

Effective interest method

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

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

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

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

A financial asset is classified as held for trading if:

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

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

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

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

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

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

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

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

Financial assets at FVTPL are measured at fair value, with changes
in fair value recognised directly in profit or loss in the period in
which they arise. The net gain or loss recognised in profit or loss
includes any dividend or interest earned on the financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and other receivables, amount due from a related
party, bank balances and cash and pledged bank deposits) are
carried at amortised cost using the effective interest method, less
any identified impairment loss.

Available-for-sale financial assets

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

Available-for-sale financial assets are measured at fair value at the
end of the reporting period. Changes in fair value are recognised
in other comprehensive income and accumulated in investment
revaluation reserve, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain or
loss previously accumulated in the investment revaluation reserve
is reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

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

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of the investment below its
cost is considered to be objective evidence of impairment.

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

e significant financial difficulty of the issuer or counterparty; or

e default or delinquency in interest or principal payments; or

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

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

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

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

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

Impairment losses on available-for-sale equity investments will not
be reversed in profit or loss in subsequent periods. Any increase
in fair value subsequent to impairment loss is recognised directly
in other comprehensive income and accumulated in investment
revaluation reserve.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial liability and equity

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

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

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees, points paid or received that form an integral part
of the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial liability, or,
where appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest expense is recognised on an effective interest basis for
debt instruments.

Other financial liabilities

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

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Derecognition

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

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

Key sources of estimation uncertainty

The following is the key assumption concerning the future, and
other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwiill
has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order
to calculate present value. Where the actual future cash flows
are less than expected, a material impairment loss may arise.
As at 31 December 2009 and 2008, the carrying amounts of
goodwill are approximately RMB12,168,000 (net of accumulated
impairment loss of RMB8,006,000). Details of the recoverable
amount calculation are disclosed in note 16.

3.

Sunny Optical Technology (Group) Company Limited X285 (%£8) HR2AF / Annual Report 2009 43§

TESIBX ()

ERMTA (&)
B K

TREERBEEWICR S REEFEMNK
CRHEECREZREAKBECERCREE
PrA @R B\ K B R - BUBRER -
BUHR S RMEER - EEREERD KR
FRUEREARBNERNEMEERARRZR
FHl RS EIERER - NMERER

ERMABERERANMATAEERE - T
SEmEBURIER - IBUEERAGEREE
HENREMNRERMBER - RNIEEER -

HE T RERZR 2 EERIR

(CRENSE Jrde -2 9

PATS A s BB R AR AT 2 B 2T — (@R IR
FEEERABERAEERAERAGRK
FTEREREMETF 2T RERZEZNRR

fat B &R E

ErTEERRRERMAEIENENRS
ELEBMMNEREEB - ErrEEHAEER
AEBF AT ZBRESEEEMTEENRRK
Bene WARENTREAERRME-
WERRRRSREENTER - BT e EE
ERNREEE R_ZTNFR_ZTTN\F
TZTA=T—H BENREBNAARYE
12,168,0007T (& Mk 2R EEE AR
8,006,0007T) ° AW EI £ BRI EFHBEHE
M EE165 o



5. REVENUE AND SEGMENT

INFORMATION

Revenue represents the amounts received and receivable for
goods sold to outside customers, less returns and discount, if
any, during the year.

The Group has adopted HKFRS 8 Operating Segments with
effect from 1 January 2009. HKFRS 8 is a disclosure standard
that requires operating segments to be identified on the basis
of internal reports about components of the Group that are
regularly reviewed by the chief operating decision maker for the
purpose of allocating resources to segments and assessing their
performance. In contrast, the predecessor Standard (HKAS 14,
Segment Reporting) required an entity to identify two sets of
segments (business and geographical) using a risks and returns
approach. In the past, the Group’s primary reporting format
was business segments. The application of HKFRS 8 has not
resulted in a redesignation of the Group’s reportable segments
as compared with the primary reportable segments determined
in accordance with HKAS 14 nor the basis of measurement of
segment profit or loss.

Specifically, segment information reported externally was analysed
on the basis of the types of goods supplied provided by the
Group’s operating divisions, which is the same information reported
to the chief operating decision maker. The Group’s operating and
reportable segments under HKFRS 8 are as follows:

1. Optical components
2. Optoelectronic products
3. Optical instruments
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5. REVENUE AND SEGMENT
INFORMATION (Continued)

Segment revenues and results

The following is an analysis of the Group’s revenue and results by
reportable segment.

For the year ended 31 December 2009

5. AR #ER (&)

D EHBRAREE

AR B AT RS 5 BB D MR R EE DT
m -

BE_EENF+-A=T-RLFE

Optical Optoelectronic Optical
components products instruments  Eliminations Total
XEBH XEEM REER Eiif Re

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  ARBTR  ARBTR  ARETR  ARBTR

REVENUE Kt A

External sales AMEB3HE 637,312 545,646 126,607 - 1,309,565
Inter-segment sales 7 ERE 5 & 78,427 1,672 116 (80,215) =
Total 78 715,739 547,318 126,723 (80,215) 1,309,565
Segment profit 225 H 64,420 36,070 17,460 (585) 117,365
Unallocated expenses 7 2 Bt f 3 (17,675)
Profit before tax B & Al A 99,690

For the year ended 31 December 2008

BE-TER/\F+=A=t+—HILFE

Optical  Optoelectronic Optical

components products instruments Eliminations Total
XBEE  REER LBEES 34 B4
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT AREFT AREFT

REVENUE t A
External sales JMERSHE 579,953 557,105 129,999 - 1,267,057
Inter-segment sales 7 ZBf&El$H%E 84,746 998 207 (85,951) =
Total 78 664,699 558,103 130,206 (85,951) 1,267,057
Segment profit 2 &5 F 55,869 34,130 11,357 (258) 101,098
Unallocated expenses & 2 Bt f 3 (12,429)
Profit before tax B A& Al 88,669
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5. REVENUE AND SEGMENT

INFORMATION (Continued)
Segment revenues and results (Continued)

The accounting policies of the reportable segments are the
same as the Group’s accounting policies described in note 3.
Segment profit represents the profit earned by each segment
without allocation of central administration costs, directors’
salaries, and finance costs. There was asymmetrical allocations to
reportable segments because the Group allocates interest income,
depreciation and amortisation, loss on disposal of property, plant
and equipment, gains or losses on financial assets as at FVTPL
and available-for-sale investments to each segment without
allocating the related bank balances, depreciable assets, property,
plant and equipment, and those relevant financial instruments.
This is the measure reported to the chief operating decision
maker for the purposes of resource allocation and performance
assessment.

Inter-segment sales are charged at prevailing market rates.
Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities
by reportable segment:

As at 31 December 2009

EAF:—“W X PN E -
<PMEL

L

AR ZERER (%)

2EBAREE (F)

AR D RP R & AT BUR MY S AT RO AN S 8
SRR 2 &0 F 35 B & 2 &F AT R EX
MaA - BYESEFRITERER EFH
T REERA - Al HE D HRERFETHED
Bl ERANAKEEDENEWA - FE
NEH HEME  HBERREEE BT
BRAREFABBEZEREE 2 RERERX
LAt EREEE D AR - AR F DB
DEHBRITES  AITEEE  WE - #
RRREBARZEHEBER TR - A E
REEBRREBENMEERDERERB N
RYEZE -

SUMHERRTTSHEUMEBA -
THMEERAEE

AEERTRE D BUHNEERE BEH I
mT

m

R-EZARFE+=ZHA=+—H

Optical Optoelectronic Optical
components products instruments Total
HEBEH KEEM KEBHE me
RMB’000 RMB’000 RMB’000 RMB’000
AR®T R AR TR AR TR AR%TR
Assets EE
Account receivables & 5 fE i FE 142,879 91,106 22,848 256,833
Inventories 7 & 62,600 63,393 22,438 148,431
Segment assets 5 S EE 205,479 154,499 45,286 405,264
Unallocated assets % Bt & & 1,416,564
Total assets & &= 1,821,828
Liabilities & &
Segment liability - account payables
HEHEE - BEHENRIE 120,204 66,610 25,439 212,253
Unallocated liabilities &2 Bt & & 160,172
Total liabilities & fE42%8 372,425
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5. REVENUE AND SEGMENT 5. WARDEHER (E)
INFORMATION (Continued)

Segment assets and liabilities (Continued)

As at 31 December 2008

/

BEERER (&)

R-ZEENF+=ZHA=+—H

Optical  Optoelectronic Optical
components products instruments Total
HET KEEMR HEES R
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETTT ARETTT
Assets B&
Account receivables & 5 & I8 96,424 66,781 15,760 178,965
Inventories 77 & 46,027 56,441 23,883 126,351
Segment assets 7 S EE 142,451 123,222 39,643 305,316
Unallocated assets KD BLEE 1,306,733
Total assets EEE 1,612,049
Liabilities & &
Segment liability - account payables
DEEE - EHENFE 58,862 44,843 16,134 119,839
Unallocated liabilities XD e & & 125,886
Total liabilities & E42%8 245,725

For the purposes of monitoring segment performances and
allocating resources between segments:

e account receivables and inventories are allocated to respective
reportable segments. All other assets are unallocated assets,
which are not regularly reported to chief operating decision
maker.

e account payables are allocated to respective reportable

segments. All other liabilities are unallocated liabilities, which
are not regularly reported to chief operating decision maker.
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5. REVENUE AND SEGMENT 5. WARDEBER (&)
INFORMATION (Continued)
Other segment information H fth 5 &8 & K
For the year ended 31 December 2009 BE-ZEZEAF+-A=+—HLEE
Amounts included in the measure of segment profit or loss or STESHERI D HEERTANSE

segment assets:

Optical Optoelectronic Optical
components products instruments Total
XEZH RXEEM REER b
RMB’000 RMB’000 RMB’000 RMB’000

ARBTF T ARBTF T ARBF T ARBF T

Amounts included in the measure of segment profit or loss:
AEDBERR T ALNZE

Depreciation and amortisation 7% K # 4 66,635 14,517 4,742 85,894
Allowance for (reversal of allowance for) bad and doubtful debts

RERRER (EE) 534 140 (610) 64
Loss on partial disposal of interest in subsidiaries

HEMB AR MO ERER 1,814 - 3,940 5,754

(Gain) loss on disposal of property,
plant and equipment

HEWZE - L RE () B8 (212) 3 (95) (304)

Amounts regularly provided to the chief operating
decision maker but not included in the measure
of segment assets:
EHRMEELERRERHBHENDHEER
AT AR ¢
Addition to non-current assets (note)
FERBEEE M (FIEE) 58,223 18,941 2,215 79,379
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5. REVENUE AND SEGMENT
INFORMATION (Continued)

For the year ended 31 December 2008

5. RARZHEFR (&)

BE-TT\E+-A=t+—HILFE

Optical  Optoelectronic Optical
components products instruments Total
HEZH *EEM KBS R
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARETR ARBTT
Amounts included in the measure of segment profit or loss:
SRS BB ADHE
Depreciation and amortisation #7% K # 4 58,843 9,561 4,677 73,081
Allowance for inventories 17 & & 3,879 4,874 693 9,446
Allowance for bad and doubtful debts R38R & 101 2,501 180 2,782
Loss on partial disposal of interest in subsidiaries
HEMBRARBIERER 216 - - 216
Loss on disposal of property, plant and equipment
HEWE  KBELREER 1,742 - 34 1,776
Amounts regularly provided to the chief operating
decision maker but not included in the measure of
segment assets:
FEHREBEEERRERIEFENHEER
RETABRREE -
Addition to non-current assets (note)
FERBEEE M (PIFE) 109,250 25,333 6,071 140,654
Impairment loss on goodwill
RIEREEE = = 8,006 8,006

Note: Non-current assets excluded deposits for acquisition of property,
plant and equipment, assets acquired from business combination
and through capital injection and deferred tax assets.
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5. REVENUE AND SEGMENT 5. WARDEBER (&)
INFORMATION (Continued)
Revenue from major products and services FEERRERBWA
The following is an analysis of Group’s revenue from its major TAREBREEBEROBADIT
products;
2009 2008
—genE  —TT)\F
RMB’000 RMB’000

AR®T T ARBT T

Mobile phone related products

% E)E & AE R E o 578,896 664,988
Digital camera related products
ISR AEEE R 320,581 244,808
Optical instruments Yt 2% 22 109,750 117,457
Digital video lens 8t 1R 583558 32,305 52,283
Other lens sets H A §%58 75,154 23,245
Other spherical lens and plane products
HAibPRE SRS K T HEE R 37,033 60,425
Industrial endoscope T K% 23,982 16,295
Other products H b & 131,864 87,556
1,309,565 1,267,057
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5. REVENUE AND SEGMENT
INFORMATION (Continued)

Geographical information

The Group’s operations are located in the PRC, Korea, Japan
and Singapore.

The Group’s revenue from external customers based on their
locations of goods physically delivered and information about its
non-current assets by their geographical location of the assets
are detailed below:

5. RARZHEFR (&)

ih & &

AEBHEBAUNRFPE - FE - BARIN
i o

AEBERBAEERINEMROME K E I
HMEFHBMARZEENMIEME S DRI
MEBBEENERIDT

Revenue from

external customers Non-current assets
REIIEEFHIBA FREEE
2009 2008 2009 2008
—EEhEF —ZEENE —EThEF —ZTENF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETTT ARBT T ARETTT

The PRC (excluding Hong Kong)
(country of domicile)

HE (TRESE) (BEE) 803,482 718,369 452,414 491,831
Japan A 172,083 108,009 = =
Hong Kong &5 171,081 294,183 = =
Korea #2 62,892 45,633 82,907 48,710
Taiwan & /& 19,902 13,303 41 149
OthersE A 80,125 87,570 435 616

1,309,565 1,267,067 535,797 541,306

Note: Non-current assets excluded deferred tax assets.

Mt - BREERIREEAIINIEREEE ©
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5. REVENUE AND SEGMENT 5, MARDEHER (8)
INFORMATION (Continued)

Information about major customers EHEFEEFNEH
Revenues from customers of the corresponding years contributing RERFELASEHEBAEBRBI0%NE
over 10% of the total sales of the Group are as follows: FIRALT -
2009 2008
—EENF —ZET)N\F
RMB’000 RMB’000

ARBTR ARETT

Customer A, revenue from optical components

ARF - REXBZHHORA 149,474 186,036
6. OTHER INCOME 6. H il A
2009 2008
—EENF T N\F
RMB’000 RMB’000
AR®TT AREFTT
Bank interest income #8717 F.E Yt A 19,686 8,496
Government grants (note) B BhE (M) 10,754 7,742
Gain on disposal of mould H&#& B UkzE 1,786 2,384
Net gain on sales of scrap materials #5& LUk 25 58 538 588
Waiver of long outstanding payables %A% & 8 fE 1~ X = 1,811
Subcontracting service income 78 AR5 U A = 1,193
Gain on disposal on property, plant and equipment
HEWE - e RREWE 304 -
Others Efih 1,963 658
Change in fair value of financial assets designated as at FVTPL
BERAABEFABGSZEREEZAAEE - 7,856
Change in fair value of financial assets classified as held for trading
IWEEBEREEZ AREZS - 7,248

Recycling of gain from equity on disposal of
investments classified as available-for-sale investments

PESBEAHEERENREEEB OBRRERE - 3,188

Total 4258 35,031 41,164

Note: This relates to government grants received from the local FaE  BEIEM AL R 75 B AR R A = 7T
government unconditionally in recognition of the eminence of NEBRERERRERELOXEHBA
development of new products and export business of the Group. HEs -

Sunny Optical Technology (Group) Company Limited 35 X 2% (£8) HFRAF / Annual Report 2009 &

119



120

Sunny Optical Technology (Group) Company Limited X285 (%£8) HMR2AF / Annual Report 2009 43§

FINANCE COSTS

7. BhE A

2009 2008
—EENEF —ET)N\F
RMB’000 RMB’000
AR¥T AREET T
Interest on bank loans wholly repayable within five years
ERAFRE2HZTNRITERF S 1,850 15
INCOME TAX EXPENSE 8. FIEBi X
2009 2008
—EEAEF —ZETN\F
RMB’000 RMB’000
AR¥T R AREET T
PRC Enterprise Income Tax A B ¥ 11551
Current tax B1EIF{IE 12,855 7,593
Underprovision in prior years @1 FE#ET 2 440 16
13,295 7,609
Deferred tax (note 18) EEFIE (izE18) (540) 4,488
12,755 12,097

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% from 1
January 2008 onwards, except as described below.

Sunny Optics and Ningbo Instruments were sino-foreign equity
joint ventures of manufacturing nature established in coastal
economic open zone in the PRC with applicable tax rate of 25%.
Pursuant to the previous Foreign Enterprise Income Tax (“FEIT”)
Laws in the PRC, Sunny Optics and Ningbo Instruments were
approved to be exempted from FEIT for two years starting from
their first profit making year, followed by a 50% tax relief for the
next three years (“Tax Holidays”). The PRC income taxes for
these two entities were under 50% relief for both years ended 31
December 2009 and 2008.

R A RATE & RFTBBUS (TR EF
BBE)) ROEFEHAKIEIED - & EH
BAREANHEE ST \F—A—H
R25% - 1 TERS) -

RFEMIAERERERRERELGLE
FREK IR EREENFINEGELE D
¥ ERAMEED%  RIEFEFTEIIELE
FTis®i ([ONERZEMEHL) & - BFFMIk
BRERESRTEHEENFERFMEA
REINEDEMSH - MBER=-FREXR
([RFEH]) - Bt ZMEEENREMS
RREBEE_TTNFN=_ZZNF+=_A=
+—HIEMEFESELR -



8. INCOME TAX EXPENSE (Continued)

Sunny Optics (Zhongshan) Co., Ltd. (“Sunny Zhongshan”) and
Ningbo Sunny Opotech Co., Ltd. (“Sunny Opotech”) were
established as sino-foreign equity joint ventures of manufacturing
nature established in coastal economic open zone in the PRC
with applicable tax rates of 25%. In accordance with FEIT Laws
in PRC, Sunny Zhongshan and Sunny Opotech are also entitled
to the Tax Holidays. Sunny Zhongshan was exempted from PRC
income tax for the year ended 31 December 2008 and is under
50% relief for the year ended 31 December 2009 while Sunny
Opotech is under 50% relief for both years ended 31 December
2009 and 2008.

Shanghai Sunny Hengping Scientific Instrument Co., Ltd. (“Sunny
Hengping”) was domestic limited liability company and approved
as a Hi-Tech Enterprise of Shanghai, PRC with preferential tax rate
of 156% for three years commencing on 1 January 2008.

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

The tax charge for the year can be reconciled to the profit per the
consolidated statement of comprehensive income as follows:

8. Fi¥ix i (&)

FEFRE (FI) ARAR ([F2FHIL]) Rk
BERRTAEESAERRA ([RFTHLED B
RS SEERREKR I EREXNF
SIMEERELE  BERARER25% - RIEH
BINEREMBTE  #FPURETHE
NAZBERHRE - #FHLURBE_FZTN
Ft_A=+—-BLFERRBNTEMRE
MERBE-_TTNFT_A=1+—HLHF
BEER  RTAERBE_FTTAFR-
ZEN\F+ A=t BILMAEFEHEY
& o

tERFEFHEESRERAR ([FFEF
#Ees1) RAERNDAREMERR @ XERAR
STPBELESHEMEE  AR_TTN\EF
—A—BRBHN=AFEZX15%NEEHR

e

HEERNHARREMERNEAE

FRPIAS T B S 2 E KSR
AlE A AR 0T -

2009 2008
—EENEF —ZEENF
RMB’000 RMB’000
AR¥ET T ARETTT
Profit before tax Bx A3z Fl 99,690 88,669
Tax at domestic income tax rate (note 1)
REWREEBERAGHMEGTH (1) 24,923 27,787
Tax effect of expenses not deductible for tax purpose 1 A] H1Fi 5 7 Fi i 2 & 992 2,203
Tax concession and exemption of PRC subsidiaries
FEfEARREEZERARE (18,269) (26,582)
Tax effect of tax losses not recognised 7 FER 1A 518 2 Fr 715 57 & 3,424 2,753
Utilisation of tax losses not previously recognised /) % 5il 78 #E 32 54 1B 65 18 (318) -
Tax effect of withholding tax on undistributable profits
of PRC subsidiaries (note 2)
FREA TR BEFBERRIOAEHR 2 MBTEE (FfE2) 413 5,920
Withholding tax levied HX#1%{ 18 1,150 -
Underprovision in prior years 81 EEET B 440 16
Income tax expense for the year & R FAT5 R 12,755 12,097
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INCOME TAX EXPENSE (Continued) 8. FTBEHH (&)

Notes:

(1) The domestic income tax rate is standardised at 25%. In 2008,
separate reconciliation using different tax rate in each individual
tax jurisdiction have been aggregated.

(2) Under the new tax law of the PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC subsidiaries
from 1 January 2008 onwards. Deferred taxation has been provided
in respect of temporary differences attributable to undistributed
profits of PRC subsidiaries during the year.

Details of deferred tax assets and unrecognised temporary
difference are disclosed in note 18.

it

(1) BENBEAMSHEER25% - R_FTN
F B EERBRREEERER TR EE

TR EBRHAS WELR -

@) BIEFEOPETE - EAHIA TS BB R
AE-ZTT\F—A—HEMKRRNAENE
IRE AR SAE TR < RIETRIA o sh A BB
AR FRARD EANERIE TR ZEmIEL

EXHRBAEEMAEREREZRNFHEHRE

RMFE18 °

PROFIT FOR THE YEAR 9. FA®F

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

FREMER (FtA) L THIA

2009 2008
—EZhF —EENEF
RMB’000 RMB’000
AR®T T ARBTTT
Directors’ emoluments (note 12) =84 (FizE12) 3,683 2,420
Other staff’s salaries and allowances Hfth & TH¥ & KiE8L 195,277 200,041
Other staff’s discretionary bonuses b & T EIE 4L 27,987 23,617
Other staff’s contribution to retirement benefit scheme
HAh 8 THRIARRR AT 8K 19,169 19,527
Total staff costs B TR A58 246,116 245,605
Auditor’s remuneration 1% ZEH B & 2,003 2,129
Depreciation of property, plant and equipment % - #82 &R &I E 82,566 72,976
Release of prepaid lease payments & {8 & # [0l 502 502
Amortisation of intangible assets (included in research and
development expenditure) (A5 P B IEH)) B A A B Y 3,328 105
Allowance for inventories (included in cost of sales)
(HEKAPBIEN) FERE - 9,446
Net foreign exchange loss 4N /&5 18 % 58 5,250 1,755
Loss on disposal of property, plant and equipment
HEWE - HeE B HEEE - 1,776
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10.DIVIDENDS

10.18 2

2009 2008
. ak —ETNF
RMB’000 RMB’000
ARBTR AR¥EFTT
Dividends recognised as distribution during the year:
2008 final dividend — RMB 0.020 (2008: 2007 final
dividend — RMBO0.021) per share
FREHERREZDE
—EEN\FRERE — BRARYK0.0207T
—TENF  —ETLFRYRE - AR%0.0217T) 20,000 21,000

11.

Subsequent to the end of reporting period, a final dividend of total
amount of RMB20,000,000 and RMBO0.020 per share (equivalent
to approximately HK$0.0227 per share) (2008: RMB20,000,000
and RMBO0.020 per share, equivalent to approximately HK$0.0220
per share) has been proposed by the directors and is subject to
approval by the shareholders in the AGM. The final dividends
proposed after the end of reporting period has not been recognised
as a liability at the end of reporting period.

EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to the

RREBEBRE  ETERRNTAEAR
#20,000,0007t & & & A R #0.0207T (49
B RO02Z2TE ) (ZEZENEFE: AR
20,000,0007T & & & A R ¥0.0207T + #9 &
§%0.02207 70) MR B B - HEEERER
REBFEREHE - BZRREHHRRBIK
MR B AN RS AERBAE -

NE2KRER

ARBABEANEESRERBN TR T5IE

owners of the Company is based on the following data: Bt E -
2009 2008
—EENE It 2
RMB’000 RMB’000
AR®TT ARBTFT
Earnings 27
Earnings for the purpose of basic earnings per share
(Profit for the year attributable to owners of the Company)
BRI HEREART 2 BF (RARMAE AR FEHF) 91,934 8,377
2009 2008
—EENE —BEN\F
’000 ’000
TR TR
Number of shares B3 & B
Number of ordinary shares for
the purpose of basic earnings per share
BT EBIREARRT 2 L@ikE B 1,000,000 1,000,000

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

BRAR RN LM EFE LR E R RIL &
ERTEELBERED  HWAEZ)|SRE

SBEF -
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12.DIRECTORS’ AND EMPLOYEE’S

1L.EENEESMHE

EMOLUMENTS
The emoluments of the directors on a named basis are as BEUZENESMESTAOT ¢
follows:
Retirement
Salaries benefit
and other scheme
Fees benefits Bonus contributions Total
HER RIKER
ik HABER AL BE 23 By
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTRT AR%®Trn AR¥Tx AR%Tx
(note)
(F&E)
For the year ended 31 December 2009
BE_EENFF_A=+—HIFE
Wang Wenjian £ 3% - 497 461 13 971
Ye Liaoning ¥& % - 416 438 27 881
Xie Minghua #i# % - 108 182 13 303
Wu Jinxian =32 - 108 149 13 270
Shao Yang Dong AR ER = = = - -
Michael David Ricks - - - - -
Koji Suzuki §2 K& = - 178 - - 178
Chang Mei Dick &% - 178 - - 178
Liu Xu 2118 - 89 - - 89
Zhang Yuging &4 B - 89 - - 89
Sun Yang ik - 251 449 24 724
- 1,914 1,679 90 3,683
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12.DIRECTORS’ AND EMPLOYEE’S REEREEME (&H)
EMOLUMENTS (Continued)
Retirement
Salaries benefit
and other scheme
Fees benefits Bonus  contributions Total
Fek RIRTER
e Hit izl TELL B ek

RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARBTE ARBTT ARETT ARBTT ARETRH

(note)
(Bt aT)
For the year ended 31 December 2008
BE_FEN\F+_A=+—HIFE
Wang Wenjian £ X% - 297 300 12 609
Ye Liaoning ¥#&%= - 300 429 27 756
Xie Minghua 8% - 120 122 = 242
Wu Jinxian R#EE = 120 100 15 235
Shao Yang Dong AMPER - - - - -
Michael David Ricks = = = = =
Koji Suzuki $57K%E = - 200 - - 200
Chang Mei Dick k& - 178 - - 178
Liu Xu 278 - 100 - - 100
Zhang Yuqing K& E - 100 = = 100
- 1,415 951 54 2,420
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12.DIRECTORS’ AND EMPLOYEE’S

EMOLUMENTS (Continued)

The five highest paid individuals of the Group included 2 directors
for both years. Details of their emoluments are set out above. The
emoluments of the remaining 3 (2008: 3) highest paid individuals
were as follows:

R.EEREESME (B)

FEENAEFENERRBHEMALLE
ERAEE  EMSHERN EX - Hp=
£ (ZBENF =) REFHALHHS
T

2009 2008
—EEAF —EENF
RMB’000 RMB’000
ARET T ARBFIT

Employees E&
— salaries and other allowances — ¥4 K fh£85 1,650 992
- bonuses (note) — fEAT (ffsE) 582 1,005
— retirement benefit scheme contributions — B A5+ 2| 4t 123 54
2,355 2,051

The aggregated emolument of each of the five highest paid
individuals during both years presented are not more than
HK$1,000,000 (equivalent approximately to RMB881,000).

During both years, no emoluments were paid by the Group to the
five highest paid individuals (including directors and employees)
as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors waived any
remuneration for the years ended 31 December 2009 and 2008.

Note: The performance related bonus payment is determined by the
board of directors based on the Group’s performance for each
financial year and subject to a maximum of 5% of consolidated
profit attributable to owners of the Company.
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13.PROPERTY, PLANT AND EQUIPMENT 13.41% - #38 R&E

Machinery
and Fixtures
Freehold production Motor and office Construction
land  Buildings equipment vehicles equipment in progress Total
TE2RE B R BHR
I BF EERE RE WAZERE EEIE @t

RVB'000 ~ RMB'000 ~ RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
ARBTR AREBTL ARETT ARBTT ARBTR ARMTLT ARETRL

COST R A&

At 1 January 2008 R=EZ\F—A—H - 111,455 376,622 8,602 50,207 22,596 569,482
Additions /R E - 97 28,894 597 16,470 94,596 140,654
Transfer &7 - 848 79,214 - 11,422 (91,484) -
Acquisition of a subsidiary (note 33)

WE—KME AT (f5E33) 17,958 - 5,711 47 252 7,265 31,233
Disposals 1% = (3,363) (2,690) (736) (487) (60) (7,336)
Exchange realignment 51 5% 357 - (384) ¥ (19) 158 110

At 31 December 2008 and 1 January 2009
R-FENFH-A=+-BR

“TZNF-F—H 18,315 109,037 487,367 8,508 77,845 33,071 734,143
Additions 7R E 353 1,669 9,019 230 5,715 60,144 77,130
Transfer E# - 37,087 32,349 - 10,210 (79,646) =
Reclassification #7248 - - (897) - 897 = =
Disposals & - (1,709) (12,408) (1,344) (709) = (16,165)
Exchange realignment M 3% 1,307 1,872 732 5 43 1,161 5,120
At 31 December 2009
RZFENF+-_A=1+—H 19,975 147,956 516,167 7,399 94,001 14,730 800,228
ACCUMULATED DEPRECIATION
2itE
At 1 January 2008 R=ZE\F—F—H = 27,091 123,266 4,261 18,722 = 168,340
Charge for the year R i - 7,249 50,645 1,142 13,940 = 72,976
Eliminated on disposals % 8 - (2,113) (1,092) (270) 277) = (3,752)

At 31 December 2008 and 1 January 2009
R-TEN\F+-A=t+-ER

“ZENE—F—H = 32,227 172,819 5,133 27,385 = 237,564
Charge for the year £ it = 7,754 56,999 949 16,864 = 82,566
Eliminated on disposals & & ¥f# = (253) (4,573) (1,117) (426) - (6,369)
Reclassification Z3% 48 - - (338) - 338 = =
Exchange realignment 51\ 5% - 40 196 2 16 - 254
At 31 December 2009
R-ZEZHAE+-A=+—8 - 39,768 225,103 4,967 44177 = 314,015
CARRYING VALUES R&EfE
At 31 December 2009
R-ZEEAF+-A=1—H 19,975 108,188 291,064 2,432 49,824 14,730 486,213
At 31 December 2008
RZZENF+_A=1—H 18,315 76,810 314,548 3,375 50,460 33,071 496,579
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13.PROPERTY, PLANT AND EQUIPMENT

(Continued)

The above items of property, plant and equipment are depreciated
on a straight-line basis over their estimated useful lives as
follows:

Freehold land Nil
Buildings 20 years
Machinery and production equipment 5to 10 years
Motor vehicles 4 to 5 years
Fixtures and office equipment 3 to 10 years

The carrying value of properties shown above comprises:

13,93 ~ el ()

b HERREHEBERBEGENE
THEE AT B RETINE -

EERE 2L i

BF 204

A o A EE RS 52104

RE AFE5E

RE PN ERME 3ZE104
il EMEREEEARNT

2009 2008

—EERE —EENFE

RMB’000 RMB’000

ARBTFR ARET T

Freehold land and buildings outside Hong Kong

BEMWBAINTRRE 2 T EET 38,068 18,315
Other buildings or land held under medium-term lease outside Hong Kong
B HBOREBAIMNFENEME TR0 90,095 76,810

The Group has pledged freehold land and related buildings
which have an aggregated carrying amount of approximately
RMB38,068,000 (2008: RMB18,315,000) to secure general
banking facilities granted to the Group. Details of which are set
out in note 26.
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14.PREPAID LEASE PAYMENTS 14 S

RMB’000
AREET T
At 1 January 2008 R=—EZEN\F—H—H 20,766
Released to profit or loss M 8% R (602)
At 31 December 2008 and 1 January 2009

RZBENFF+_A=+—BER_EZENF—HA—H 20,264
Released to profit or loss 8% % (502)
At 31 December 2009 R=—ZZThF+-_A=+—H 19,762
2009 2008
—EEhE —TTNF
RMB’000 RMB’000
AR®ET T AR®ET T

Analysed for reporting purpose as: B HTLAT :
Current assets &) & & 502 502
Non-current assets JEENE &= 19,260 19,762
19,762 20,264
The amount represents the payments for leasehold interests in FAFRIB AL B AR AR A9 B s i

land situated in the PRC and held under medium-term leases. R#ENES -
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15. GOODWILL 15. m 2

2009 2008
—ETAF —EENF
RMB’000 RMB’000
AR¥ET T ARBFIT
COST H A
At 1 January ®R— H— B # & 20,174 12,077
Arising on acquisition of a subsidiary Wi — KB R A TELENEE - 8,097
At 31 December A+ = A=+—HBH &% 20,174 20,174
IMPAIRMENT R {E
At 1 January R— A — B #&& 8,006 =
Impairment loss recognised in the year ZN S #ER KR (E 18 2k - 8,006
At 31 December A+ - A=+—HH %% 8,006 8,006
CARRYING AMOUNTS BREE
At 31 December A+ = A=+—HBH &% 12,168 12,168

During the year ended 31 December 2008, the Group recognised
an impairment loss of RMB8,006,000 (2009: nil) in relation to
goodwill arising on acquisition of Sunny Hengping.

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

Particulars regarding impairment testing on goodwill are disclosed
in note 16.
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16. IMPAIRMENT TESTING ON

GOODWILL

For the purposes of impairment testing, goodwill set out in note
15 has been allocated to two individual cash generating units
(CGUs), including one subsidiary in “optical instruments” segment
and one in “optical components” segment. The carrying amounts
of goodwill (net of accumulated impairment losses) as at 31
December 2009 allocated to these units are as follows:

NIRRT MNEE
- . T

16. B &R E R

RETRERR - 15 AERE S 2 i
EMEReELEM ((ReELEM]) &
R EE—EE [ e RE=s ] ZR MM B A
F - — (B [ BT XHERPIRE - BE
—ERAFT A=t HOBERELEN
MR EREE (R RFHRERBRE) 10T

2009 2008

—EERF —EENEF

RMB’000 RMB’000

AR%T T ARETIT

Optical instruments — Sunny Hengping Yt 2% — 5718 Fiaae 4,071 4,071
Optical components — Power Optics 21 — 2K & 8,097 8,097
12,168 12,168

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

Sunny Hengping

The recoverable amount of this unit has been determined based
on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period, and discount rate of 15.77% (2008:
21.53%). Sunny Hengping’s cash flows beyond the five-year
period are extrapolated using a zero growth rate. This growth
rate is based on the management’s best estimation and past few
years growth trend of Sunny Hengping. Other key assumptions
for the value in use calculations relate to the estimation of
cash inflows/outflows which include budgeted sales and gross
margin, such estimation is based on the unit’s past performance
and management’s expectations for the market development.
Management believes that any reasonably possible change in any
of these assumptions would not cause the aggregate carrying
amount of Sunny Hengping to exceed the aggregate recoverable
amount of Sunny Hengping. In the opinion of directors, no
impairment is necessary for the goodwill of Sunny Hengping.
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16.

Sunny Optical Technology (Group) Company Limited X285 (%£8) B AT / Annual Report 2009 43§

IMPAIRMENT TESTING ON
GOODWILL (Continued)

Power Optics

The recoverable amount of this unit has been determined based
on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period, and discount rate of 14% (2008:
19%). Power Optics’ cash flows beyond the five-year period are
extrapolated using a steady 2.5% growth rate. This growth rate
is based on the past few years growth trend of Power Optics
and relevant industry. Other key assumptions for the value in
use calculations relate to the estimation of cash inflows/outflows
which include budgeted sales and gross margin, such estimation
is based on the unit’s past performance and management’s
expectations for the market development. Management believes
that any reasonably possible change in any of these assumptions
would not cause the aggregate carrying amount of Power Optics
to exceed the aggregate recoverable amount of Power Optics.
In the opinion of directors, no impairment is necessary for the
goodwill of Power Optics.

16. B ERERE ()

hEXE

BB AT E SRR EREE BT AKRE
E o WHEERBRSREFRRNTE - %A
ARENEEBHEZ AF PR - X
BFMER/14% (ZFTNF :19%) - HE
REBNHEEREERFHRIA25%RBEE K
RiEH - SRR RIXERENE NS LA
TRAFHBFNERBY R/IKE - RIBER
EBEFENEGERBER ST SEHER
EMEMNXBENRESRA HEME - %HE
HRBREBEZEMNBENRENEREH™
SHERBHMEBTN - EEERS B
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RBHREEELRERRE °



17.INTANGIBLE ASSETS 1.8BEEE

Development

costs Patents Total
BB R A =FE a5t
RMB’000 RMB’000 RMB’000

ARBT T ARBET T ARET T

COST A
At 1 January 2008 R=—EZEN\F—H—H - - -
Acquired on acquisition of a subsidiary (note 33)

Wi — KM B QR ATS (M97E33) - 8,910 8,910
Exchange realignment 9N 5828 = (©) (©)
At 31 December 2008 and 1 January 2009

RZEENF+_A=+—HBR=ZTNF—A—H - 8,901 8,901
Addition RE 2,249 = 2,249

Addition through capital contribution from a minority
shareholder

BREVEBRETERNE - 7,040 7,040
Exchange realignment M 372 190 - 190
At 31 December 2009 A—ZEZHFE+-_A=+—H 2,439 15,941 18,380

AMORTISATION # 84
At 1 January 2008 R =—ZZ/)\F—H—H - - -

Charge for the year A4 37 HH - 105 105
At 31 December 2008 and 1 January 2009

RZBZENF+_A=+—BR-ZZTNF—-H—H - 105 105
Charge for the year £ A HH - 3,328 3,328
Exchange realignment 4N 8% - 1 1
At 31 December 2009 R=ZZTh&F+=-_A=+—H = 3,434 3,434
CARRYING VALUE EE{E

At 31 December 2009 R=ZTZTNF+=-A=+—H 2,439 12,507 14,946
At 31 December 2008 R —ZEZN\FE+ - A=+—H - 8,796 8,796
Development costs are internally generated and the patents are FREBEKARNRATESE - MEMNEIERFES
purchased as part of business combinations. EHt—Er MEET o

The patents have finite useful lives and are amortised on a BREAAFHNEN - EEIERERAIE
straight-line basis over 3 to 8 years. 8F LA E&THR ©

In the opinion of the directors, the intangible assets are anticipated EEZRA BREAERKEIESFHNAA
to have 3 to 8 years. FH o
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18. DEFERRED TAXATION 18.

The following are the major deferred tax liabilities (assets)

EEB TR

ERANERECHARBNEERAFM
RIFEZEHINT

recognised and movements thereon during the current and prior

years:
Fair value Allowance on
adjustments Undistributable inventories
on business profits of PRC  and doubtful
combination subsidiaries debts Others Total
REBEHN FEMELR TER
DARERE RO BAE RERBHE Hith a&t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARBTT ARBTT ARETT
At 1 January 2008
RZZEZN\F—A—H = = = = -
Acquired on acquisition of a subsidiary
(note 33)
Wkt B R RATS (M3E33) 2,076 - - - 2,076
Charge (credit) to profit or loss
REZFME (GEA) = 5,920 (1,432) - 4,488
At 31 December 2008 and 1 January 2009
RZZZENFFZA=+—HRK
—EZNE—-H—H 2,076 5,920 (1,432) - 6,564
(Credit) charge to profit or loss (note 8)
RiEzF (tA) Mk (FiEEs) (378) 413 847 (1,422) (540)
At 31 December 2009
RZZFAF+T-A=1+—H 1,698 6,333 (585) (1,422) 6,024

For the purpose of presentation in the consolidated statement
of financial position, certain deferred tax assets and liabilities
have been offset. The following is the analysis of the deferred tax
balances for financial reporting purposes:

REEMBIRRARNZIME - B TELEHR
HEERABCREHEN - (EMBEHRE B AA
R BAEHOITT -

2009 2008

—EEhE —EENF

RMB’000 RMB’000

AR¥ET T ARBEFIT

Deferred tax assets {EIEFI B EE (2,007) (1,432)
Deferred tax liabilities IELEFIE B F 8,031 7,996
6,024 6,564
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18. DEFERRED TAXATION (Continued)

19

20

At the end of the reporting period, the Group had unused tax
losses of approximately RMB40,496,000 (2008: RMB23,560,000)
available for offset against future profits. A deferred tax asset has
been recognised in respect of approximately RMB6,562,000 (2008:
nil) of such losses. No deferred tax asset has been recognised in
respect of the remaining RMB33,934,000 (2008: RMB23,560,000)
due to the unpredictability of future profit streams. The tax
losses arising from PRC subsidiaries of RMB11,185,000 (2008:
RMB7,490,000) can be carried forward for five years and will
expire during 2010 to 2014. Other tax losses may be carried
forward indefinitely.

i!]"'ﬁ'?‘ 'ml X qu':- W g
VI -

18.EERE (1R)

RBEHEHR AEBAREATIESBE
# A R ¥40,496,000C (ZZE T )\F: A
R #23,560,0007T) A 7 K 88 K K& Fl o
HE 7z IEE B O A R 6,562,000t (=
TTN\F: E)BRAEEHIEELE - ARNK
RomFlmEEETER - MALERLET A
R #33934,000 (T EENFE: ARK
23,560,0007T) MRELEFRIEE & o # B
BAREAMIAEEAK11,185,0007T

—ZTT)N\F : AR¥7,490,000T) AJ R A
FR/EE TER-_ZT—SFE_FT—NF
FIER o E T I8 548 P T E BRAE o

INVENTORIES 19.%7 8
2009 2008
—EZAF —EENF
RMB’000 RMB’000
AR®T T ARBTTT
Raw materials &%} 41,421 42,250
Work in progress fE2 29,499 27,946
Finished goods &% m 77,511 56,155
148,431 126,351

TRADE AND OTHER RECEIVABLES
AND PREPAYMENT

.85 FEMERREREAN
AR

2009 2008

—EENF —TENF

RMB’000 RMB’000

AR¥ET T AREET T

Trade receivables & 5 &8 261,272 184,552

Less: allowance for doubtful debts & : FERE (4,439) (5,587)

256,833 178,965

Bill receivables fEUZE 85,331 45,440

Other receivables and prepayment EAt f Y5178 & F8 1+ BR 74 33,410 33,201
Total trade and other receivables and prepayment

B 5 N H At FEUGRIA ) TR BR SR AR 5B 375,574 257,606

Sunny Optical Technology (Group) Company Limited 35 X 2% (£8) HRAF / Annual Report 2009 &




0.ZZREMEBERRERANS

AR ()

20. TRADE AND OTHER RECEIVABLES
AND PREPAYMENT (Continued)

AEBRTESEFEOBEHMEER -

136

The Group allows a credit period from 60 to 90 days to its trade
customers. The following is an aged analysis of trade receivables
net of allowance for doubtful debts presented based on the invoice
date at the end of reporting period.

ATRARBERHRERER
IR (IR REREMR) MBRER DA -

*H2MMES

2009 2008

—EENF —EENF

RMB’000 RMB’000

AR¥ET T ARBFIT

0-90 days 0290H 243,661 165,830
91-180 days 91 HZ=180H 10,684 12,220
Over 180 days 180H A k£ 2,488 915
256,833 178,965

Ageing of bill receivables at the end of reporting period is as

R E MR EERIERESITOT -

follow:
2009 2008
—BBNE —EENF
RMB’000 RMB’000
AR¥ET T AREET T
0-90 days 0290H 52,801 42,155
91-180 days 91 HZ=180H 32,530 3,285
85,331 45,440

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

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

After assessment of impairment on individual balances, included in
the Group’s trade receivables are debtors with aggregate carrying
amount of RMB13,172,000 (2008: RMB13,135,000) which are
past due at the reporting date for which was not impaired. The
Group does not hold any collateral over these balances. The
average age of these receivables is as follow.

m%%&ﬂ@@%ﬁ

BRRAX (&)

BRAEN

TEEBERRER  AEE B S ERK
BHEENREHERHNEREREREZE
AR¥13,172,0007t (ZTZENF : AR¥E
18,135,0007T) * M #% & BR 5K W0 Rk (B o AN
SEWER L EREREE TR -
ZERBGIETHRERIT o

Ageing of trade receivables which are past due CIBHEEREN E 3 B WRIE R
but not impaired

2009 2008

—EENE —EENF

RMB’000 RMB’000

AR%T T AREEFTT

91-180 days 91 HZ=180H 10,684 12,220

Over 180 days 180H A £ 2,488 915

Total #85t 13,172 13,135
Movement in the allowance for doubtful debts RIREBEEE

2009 2008

—EENF —ZET)N\F

RMB’000 RMB’000

ARET T AREET T

Balance at beginning of the year F#]45 &k 5,587 3,057

Impairment losses recognised on receivables & 2 & Uk 31 18 5 (B &5 18 674 3,731

Amounts written off as uncollectible #fi#5 £ £ U ] 2 F I8 (1,212) (252)

Impairment losses reversed (B & 18 # & (610) (949)

Balance at end of the year fF#& 4564 4,439 5,587

Included in the allowance for doubtful debts made for the year
are individually impaired trade receivables with a balance of
RMB4,439,000 (2008: RMB5,587,000) which have been in severe
financial difficulties. The Group does not hold any collateral over
these balances.

ARERETLEERENENEKE 5K
;o At AR®4,439,0005T (Z T /)\F :
5,587,0007t) * ZEHRFNEBABARE
BB SRR - REBEELBRBTIFEEM
HHRG -
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21

22

AVAILABLE-FOR-SALE Q. HEERE
INVESTMENTS
2009 2008
—BBNEF —TEN\E
RMB’000 RMB’000
AR¥T T ARETIT
Investments fund (note) & &% (KizE) - 4,000

Note: The fair value of the investments in 2008 is determined based on
the price from observable current market transactions.

FINANCIAL ASSETS DESIGNATED AS
AT FAIR VALUE THROUGH PROFIT
OR LOSS

During the year ended 31 December 2008, the Group entered
into several contracts of structured deposits with banks for a
period from 3 months to 1 year. The structured deposits contain
embedded derivatives which were not closely related to the host
contract. The entire combined contracts have been designated as
at financial assets at FVTPL on initial recognition.

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

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

For the structured deposit with principal of RMB30,000,000, the
return and principal were not guaranteed by the relevant bank and
the return was determined by reference with the performance of
the bank deposits and corporate and treasury bonds acquired by
the bank by means of the proceeds received from the structured
deposit. The expected return rate stated in the contract was 5%
per annum.

=
=

MERBEEE -

t: CRENFRENDABETRRRAHEN

REAABEFABEZZEHME

F

t

RBE_ZTTNF+_HA=

T—HIFE -

AEBERTHRIT TETAM=EAZ—F

MEBETERER - ZFE

BHEFRESHE

FARTEDEBOBEANTETS - 282
Bt & FUEH) & BN B S IR 2 o A

ANERZEREE °

K& A AR #220,000,0007T K # 1 M 17
o HEBEMASTRHBBEITRIRE
i 2 R & R FTH B A AR A KR
- ARPHEEFRZEEN T4.8%E

7.0% 2@ °

& 7= A KR %39,000,0007T B 45 1 M7 50
HpmMAS N EHRABRITRRE M2
HIRTTHRA A ELERIETFRRaBEENE

FHEEER XA RETE

s K 52.4% o

BRPHESE

K& A AR #30,000,0007T B A& EF R
HIEmMA ST EHAEBRITRERSZ - e
HIRITHRAAEEABE TR N EEERT
BRMAREFEFNEEREE  &RF

M TEHI s R R5% ©
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22. FINANCIAL ASSETS DESIGNATED AS 22.

AT FAIR VALUE THROUGH PROFIT
OR LOSS (Continued)

In the opinion of the directors, the fair value of the structured
deposits at 31 December 2008 approximated the principal
amounts, after adjusting the accrued interest of expected return.

The structured deposits have been settled at their principal
amounts together with accrual interest during the year ended 31
December 2009.

23. PLEDGED BANK DEPOSITS/BANK

BALANCES

Bank balances, represent saving accounts and deposits, carry
interest at market saving rates which range from 0.36% to 3.8%
(2008: 0.5% to 1%) per annum while pledged bank deposits
carry fixed interest rate of 2.25% (2008: nil) per annum. Pledged
bank deposits represents deposits pledged to banks to secure
banking facilities granted to the Group. Pledged bank deposits
have been pledged to secure short-term bank loans and they are
therefore classified as current assets and will be released upon
the settlement of relevant bank borrowings.

%’Aﬁﬁ%‘fl?ﬁéZ%Eﬂﬁ

(%)

E%E% R-ZETFNF+_A=+—HH
T%IM‘ME’J&‘DTEE@$%JJDJ:§E¥?§:TEEH
H&mﬁ’ﬂﬁ%aﬁﬂgﬁ’] BEEMEE

REBEZE_ZETNF+_A=+—HILFE -
REMEERCREAS RS -

B.CIEBEITERRITER

RITERIERERPRER BN TEF
0.36%%£3.8% (ZZZ/)\F : 0.5%E1%)
MERBEFRF KL - BEBEITERN
EEMRETF2.25% (ZTEENF: T) -
EEIFIRITFRIERNSEE B ERERRITH
EmEARITEROER - EEKBRITERE
WHBAEREHRITER  AMESER
REBEE  WHERBBRITEESNERR
A o
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24, TRADE AND OTHER PAYABLES

The following is an aged analysis of accounts payable presented
based on the invoice date at the end of reporting period.

4. BEZ R HMENTRIE

RS RER B Z A EMN RN ER
DT ©

2009 2008
—BThF ZETN\F
RMB’000 RMB’000

ARBTFR ARETIT

Trade payables & 5 & {5018

Within 90 days 90K AN 204,052 112,409
91 to 180 days 91 £ 180K 7,971 6,374
Over 180 days B8 180X 230 1,056
Total trade payables & 5 &~ FIB 258 212,253 119,839
Payable for purchase of property, plant and equipment
BEME M RRBRENTRIE 5,764 5,137
Staff salaries and welfare payables B B T # 4 K &7 47,414 41,685
Advance from customers &P T8t 5,163 6,896
Value added tax payables and other tax payables J& s {E %% & E i~ 75 18 7,403 7,190
Deferred incomeiE i 42 A 1,000 =
Others Efih 15,030 9,653
81,774 70,561
294,027 190,400

25. AMOUNT DUE TO A MINORITY

SHAREHOLDER OF A SUBSIDIARY

The amount at 31 December 2008 was unsecured, bearing fixed
interest at 4.5% per annum and has been repaid in January 2009
while the amount at 31 December 2009 is unsecured, bearing
interest at prevailing market rate and repayable in 2010.

25. B B B 1 R D B IR SR AR IR

R_EENE+ A=+ BNENKES
EER  RFETEHNEL5% T EIER=T
ThE—AEE MR-_TETNAF+=-A=
T—HANENRERAEER  RBEITHSF

Eit B LA T TEEE -
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26. BORROWINGS

5 .-\L"' aqu'f_-__-'.ﬂ o
-y

26. 68

2009 2008
—EENF —ET)N\F
RMB’000 RMB’000
ARET AREET T
Secured bank loans B IFE1TE K 55,899 35,510
Carrying amount repayable: 7B{&ZHEREE :
On demand or within one year &3k —F R 28,888 18,284
More than one year, but not exceeding two years
Bl —FETBBRE 4,306 6,008
More than two years, but not exceeding five years
BT AT BARF 18,474 11,218
Over five years I IA + 4,231 =
55,899 35,510
Less: Amounts due within one year shown under current liabilities
B mBBEEBE TN RSN EE (28,888) (18,284)
27,011 17,226

The exposure of the Group’s fixed-rate and variable-rate

AEBEEEMNERATBMNENERKE R

borrowings and the contractual maturity date are as follows: HIR RN
2009 2008
—EZThEF —ZTENF
RMB’000 RMB’000
AR¥TR ARBTIT
Fixed-rate loan borrowing: [EE F & &%
Within one year —F A 23,058 15,120
Variable-rate loan borrowing: A] % Fl| % & 2t
Within one year —F A 5,830 3,164
More than one year, but not exceeding two years
iR —FENBBME 4,306 6,008
More than two years, but not exceeding five years
AR FEE N BRRE 18,474 11,218
Over five years LF LA F 4,231 =
32,841 20,390
Total &5t 55,899 35,510

In addition, as at 31 December 2009 and 2008, the Group has
variable-rate borrowings which carry interest at prevailing market
rate.

SN - E’:‘:gghﬁ)&_? BENF+ZA=
T—H  AEEBEEZRTMIGN R EH

ﬂ%ﬂ$ﬁ

)111}
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26. BORROWINGS (Continued)

During the year, the Group obtained new loans bear variable-
rate interest of RMB23,797,000 and fixed-rate interest of
RMB23,058,000, among which, the loans bear variable-rate
interest of RMB8,943,000 has been repaid during the reporting
period and the remaining balances will be repayable from 2010 to
2017 according to repayment schedule. The proceeds were used
to finance the Group’s daily operations.

The weighted average effective interest rates (which are equal
to contractual interest rates) on the Group’s borrowings are as

6.5 & (&)

RER  AEEEBSEAERNEAENTE
KA R#23,797,0007T & 1% & 7 F & 51 B HY
HE R ARY23,058,0007T @ H Az Al & F
K B ERARKS,943,0007T B A R & H
WNEE - MBRBAEBREBRERGEN_Z—
SEE_FT—+FHEE - - IBREARED
AEEHNHELE -

AEBERBENNEFHERMNE (BERA
RIAZ) AT

follows:
2009 2008
—EENF —EET)N\F
Fixed-rate loan [&EEF|ZEE R 2.90% 2.63%
Variable-rate loan 7] & F| & & X 5.50% 7.65%

The Group’s borrowings that are denominated in currencies other
than the functional currencies of the relevant group entities are
set out below:

AEBEAHBEEERINEERUINEE
SHENEEHEIINT

United
Hong Kong Korean Japanese States
Dollar Won Yen Dollar
(“HKD”) (“KRW?”) (“JPY”) (“USD”)
Br((#Erxl) B (#Exl) BBE(TBEED XZx(xEx)
RMB’000 RMB’000 RMB’000 RMB’000
ARBTTT ARETTT ARBTTT ARBTTT
As at 31 December 2009
RZZEZNF+=A=+—H 12,352 34,858 5,033 3,656
As at 31 December 2008
R-ZEBNF+A=+—H - 14,796 5,594 15,120
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27. SHARE CAPITAL 21. R

Number of
shares Amount Equivalent to
gvig S 4=| L HER
HK$’000 RMB’000
FHET ARBTIT
Authorised: JA5E :
Ordinary shares of HK$0.1 each as of 1 January
2008, 31 December 2008, 1 January 2009 and
31 December 2009
R=FTN\F—A—H "
—TTENF+_A=+—8"
—EENF—HA—BK
—ETENEFE+_HA=1+—H
BREEC.BITA E B 100,000,000,000 10,000,000
Issued & fully paid: 2317 R4 E
Ordinary shares of HK$0.1 each as of 1 January
2008, 31 December 2008, 1 January 2009 and
31 December 2009
RZZEENF—HA—H -
—BEENF+-_A=+—H
—EEAF-A-AR
“ETAFT-A=1-H
SREEO B T E B 1,000,000,000 100,000 97,520

28. CAPITAL RISK MANAGEMENT

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

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

The directors of the Company review the capital structure on a
semi-annual basis. As part of this review, the directors consider
the cost of capital and the risks associates with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as the
issue of new debt or the redemption of existing debt.

8. EXERER

AEEEERER  BERRANNERRE
mAER  WERASEET AREHFEL
g RBREM DR - AR E N LR R
EFEA -

AEENEARERARFR (BRBNME
R WENEE)  FREMBEEFEEAR
EARABAEARIGREZ (BREETK
R RE M R E A ) AR

ARREEBFFREEARE - FRAR
BENHD  EEETEELANAREEHRE
AHEAENRR - REBEZNEE  AEEH
BB - BT LB B EIA K& E
THEXELREEBRFEELRBEARR
B
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29. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

2. €@ TR
a. $RITESE

2009 2008
—gTAE  —TI)\F
RMB’000 RMB’000

ARBTR ARET T

Financial assets & @ £ &

Designated at fair value through profit or loss
BERAREFAERZERMEE

Loans and receivables (including cash and cash equivalent)
ERkEKFIE (BEREERREEEIER)
Available-for-sales investments a] i &% &

Financial liabilities & &8 (&
Liabilities measured at amortised cost IZE S ANt E R A E

- 291,070
1,124,062 634,787
- 4,000
349,903 229,826

Financial risk management objectives and
policies

The Group’s major financial instruments include trade and
other receivables, amounts due from (to) related parties,
available-for-sale investment, financial asset designated at
fair value through profit or loss, pledged bank deposits, bank
balances and cash, trade and other payables, amount due to
a minority shareholder of a subsidiary and borrowings. Details
of the financial instruments are disclosed in respective notes.
The risks associated with these financial instruments include
market risk (foreign currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner.

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

Credit risk

As at 31 December 2009, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.
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29. FINANCIAL INSTRUMENTS 20.£RITH (&)

(Continued)

b. Financial risk management objectives and b. EKREEBFEREX (&)

policies (Continued)
Credit risk (Continued)

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination of
credit limits, credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount
of each individual debt at the end of the reporting period
to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly
reduced.

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

Other than concentration of credit risk on liquid funds which
are deposited with several banks with high credit ratings, the
Group has concentration of credit risk as 11% (2008: 9%) and
27% (2008: 37%) of the total trade receivables was due from
the Group’s largest customer and the five largest customers,
respectively. The head office of the largest customer is located
in South Korea and its principal activities are trading and
manufacturing of semiconductors, LCDs, telecommunication
products and digital media products.

Market risks

The Group’s activities expose it primarily to the market risks
of interest rate risk and foreign currency risk. Market risk
exposures are further measured by sensitivity analysis. Details
of each type of market risks are described as follows:

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation
to bank deposits (see note 23 for details of these deposits)
and variable-rate bank borrowings (see note 26 for details of
these borrowings) and amount due to a minority shareholder
of a subsidiary (see note 25 for details of this balance). It is
the Group’s policy to keep its borrowings at floating rate of
interests so as to minimise the fair value interest rate risk.

EEmERE (&)

RREEERRE  AEEEEABZIK
BERAEEEEERSE FHEERHE
fEEIRIE 7 - RERIRIRETE K E A
HIERS o Mo REERHEHHRR
EEEREBHHO A FE - BERLT
A E R IR R WHBER R
- ARREEBRAKENEERR
BEAKFREE »

ARRZHFHREENRR TR
7 WEARDESHEERRAR -

BREEIRRFNETERNRBE
SHEHEEESTFRARIN XREEZSEE
BEFRR  ANEEREZERZKSP
E—ARBEFEANAREFDIE11%
(ZEZE)NF :9%) M27% (ZZTZEN
F:37%) c AR B ERMNE
B OHIBEKAES REEFEE .
LCD - EEERMETGIHEER -

5 R

AEBEXEBNETEM SRR SN EER
K ONE R o T 5 R R — IR SRR
BEE - LT RZEMZRRNFS

2= R

AEERBTER (REERFBRME
23) MR KRRITEER (ZFEEFE
S E26) K EATHT B E D BUBIRK
B (ZHEFIBERME25) MAXRER
EFNXRER - ARENBRAREEE
REZEMEUZERERAAEBENER
B o
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29. FINANCIAL INSTRUMENTS
(Continued)

b. Financial risk management objectives and

policies (Continued)
Market risks (Continued)
Interest rate risk (Continued)

The Group is also exposed to fair value interest rate risk in
relation to fixed-rate bank borrowings (see note 26 for details
of this borrowing), pledged bank deposits (see note 23 for
details of these deposits) and amount due to a minority
shareholder of a subsidiary (see note 25 for details of this
balance). The Group currently does not have interest rate
hedging policy. However, the Group monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arise.

The Group’s exposures to interest rates on financial liabilities
are detailed in the liquidity risk management section of this
note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of floating interest rate in
Korea with the effective interest rate of 5.5% per annum
(2008: 7.65% per annum) arising from the Group’s KRW
denominated borrowings as at 31 December 2009.

Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to floating interest rates at the end of each
reporting period. The analysis is prepared assuming the
amount due to a minority shareholder and bank borrowings at
variable rates outstanding at the end of each reporting period
were outstanding for the whole year. A 50 basis point increase
or decrease is used to present the reasonably possible
change in interest rates at the year end.

If interest rates had been 50 basis points higher/lower and
all other variables were held constant, the post-tax profit for
the year ended 31 December 2009 would decrease/increase
approximately by RMB146,000 (2008: RMB90,000).
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b. MBEMREERERBE (&)

w5 mEE (&)
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AEBETRBEEMNRRITEES (ZEEE
I RMEE26) - DHEWRITHER (XF
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BURFIR (R AERFIERME25) fE
HBRrREMNERR AKEBMHZLEE
ERFBEAENE - AEEBFRAE
A REPEEK - AT - ARESEE
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M= @ o

AEETHABENXERDEANER
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“EEAFT-A=+—H AKEH
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29. FINANCIAL INSTRUMENTS
(Continued)

b. Financial risk management objectives and

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

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

The carrying amounts of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the
end of the reporting date are as follows:

2. R TH (&)

B EREERFERBXK ()

w5 (&)
SN [\ gz

AREBETETHINERE - B @A
BRk AEEETRITRASES
BHREMBKKE - EHREMERN
RBEAREEFRGARHEEEERNY
EEEUIINEEFEAGEHABING
Rk AEEB AL EEREMITES
WE IR BEeEYEEERY
HIAETRINER B o

AT RAREER &R E B 2 REAINE
AHMEEREERERREMNREE :

Assets Liabilities
&= =Fi

2009 2008 2009 2008

—EENF —EENF —EENEF —EENF

RMB’000 RMB’000 RMB’000 RMB’000

AR®T AREET T AR®T AR®ET T

USD =%t 187,074 140,881 58,165 40,431

JPY H 10,013 3,890 6,107 6,149

Euros (“EUR”) BT ([ BT 1) 2,681 4,203 - =

HKD &7t 30 217 12,352 7,937
Sensitivity analysis BURE DT

The Group is mainly exposed to fluctuation in USD, JPY, EUR
and HKD against RMB.

AEEWEEEBRKERT  HE BTk
BILAARBOER LS -
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29. FINANCIAL INSTRUMENTS
(Continued)

b. Financial risk management objectives and

policies (Continued)
Market risks (Continued)
Sensitivity analysis (Continued)

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

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

20.£FTH (&)

b. M¥EMREERERBE (&)

mE R (&)
GUREDH (B)

TRAMAEEFREZEDREE L
ERINET R ESRN R - BURE
IMEBRRRARGEENIIEFEERR
B URBRBREREFKEXIER5%M
TEHAVARE

T (B8 EBRERBEER LA
SNEBEFHES % M B R Ofid)
B0 o i AR X ARRESNERZ(E5% - Bl
SHBEREENBHRSARNTZE -

Profit for the year

R EF
2009 2008
—BBNF —TT)N\F
RMB’000 RMB’000
ARBT ARBTFT
USD (note) 23t (Hi3E) (5,640) (4,391)
JPY H (175) 96
EUR BT (117) (187)
HKD 7T 539 338

Note: This is mainly attributable to the exposure to bank balances
and outstanding receivables denominated in foreign currency
of USD the year end.
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29. FINANCIAL INSTRUMENTS
(Continued)

b. Financial risk management objectives and

policies (Continued)
Liquidity risk

The Group has net current assets amounting to
approximately RMB959,044,000 at 31 December 2009 (2008:
RMB849,831,000), and has low exposure to liquidity risk of
being unable to raise sufficient funds to meet its financial
obligations when they fall due.

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

The following tables detail the Group’s remaining contractual
maturity for its non-derivative financial liabilities based on the
agreed repayment terms. The table has been drawn up based
on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be required
to pay. The tables include both interest and principal cash
flows. To the extent that interest flows are floating rate, the
undiscounted amount is derived from market forward interest
rate as at the end of reporting period.

Sunny Optical Technology (Group) Company Limited 35 X 2% (£8) HRAF / Annual Report 2009 &

20.£FTH (&)

b. M¥EMEERERBE (&)

REE AR

AEBR-_ZTENF+=A=+—8B®
MBVEEFEL B ARKEIS9,044,0007T
(ZZZT)N\F : AR¥849,831,0007T) °
MEAREEETHESEEINPUBE
FORBESEBREER

REERBDECRR AREEENE
REEERREHNREMNAEEER
B BEAKENZEESRRERS
MIRBENTE -

TRAJNENHEEZHROAEEF
TEERABENRBRANER - TRR
BASEBREREESCHABNRE
FHMEBEARFTREBRBERS AR
B HENERASRSRE - WS
MERZEME . ARFRSERARN
BEHHRRNTIZERN =X -
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policies (Continued)

Liquidity risk (Continued)

29. FINANCIAL INSTRUMENTS
(Continued)

b. Financial risk management objectives and

20.£FTH (&)

b. BEEMKREEEERBE (&)

REELERE (&)

Liquidity tables MENE 2 FIFK
Weighted
average Total
effective  Less than 3 months 1 year to undiscounted Carrying
interest rate 3 months to 1 year 5years cash flows amount
Mg =iz —F£ZF XNBRHL
ERA= =Rk —f hE MEBAE HREE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARBTT AR%®Tn AR&ETRT
As at 31 December 2009
RCEENFFZH=1—H
Non-derivative financial liabilities
FTESMIE
Trade and other payables
B9 REMENTE - 259,142 27,578 - 286,720 286,720
Amounts due to related parties
JERBEA T8 - 6,765 - - 6,765 6,765
Amount due to a minority shareholder of
a subsidiary FERTH B A 7 D BRRTIR 0.68% 519 - - 519 519
Borrowings & & 4.61% - 29,873 34,285 64,158 55,899
266,426 57,451 34,285 358,162 349,903
As at 31 December 2008
R-EENFSZH=1—H
Non-derivative financial liabilities
FiTESMIA
Trade and other payables
B 5 REMENTE = 53,828 129,998 - 183,826 183,826
Amounts due to related parties
ERBEALRE - 8,015 - - 8,015 8,015
Amount due to a minority shareholder of
a subsidiary FEF B 8] L SR EFUR 4.5% 2,475 - - 2,475 2,475
Borrowings f& & 5.91% 18,750 - 19,824 38,574 35,510
83,068 129,998 19,824 232,890 229,826

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the

reporting period.
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29.FINANCIAL INSTRUMENTS

(Continued)

c. Fair value

The fair value of financial assets and financial liabilities

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

The directors of the Company consider that the carrying
amounts of all financial assets and financial liabilities recorded
at amortised cost in the consolidated statement of financial

position approximate their corresponding fair values.

30.CAPITAL COMMITMENTS

20.£FTH (&)

C.

Qe

eREEREREE (TERERARER
ABRZEREEMAHRKERE) &
RARBERFARSROMO IR EERE
A ERRBABENMERZERNL
HERERBARBERE

ARABEFR/REZEEMBRRKRLE
HRAIIENAEEREERERAE
FREEEAAERSE

30. EARALE

2009 2008
—EBEAF ZZEENF
RMB’000 RMB’000
AR¥®T R AR¥EFTT
Capital expenditure in respect of acquisition of property, plant and
equipment contracted for but not provided in
the consolidated financial statements
EAIRNERNGEE M BRI BEHENYE -
T 28 R BR A8 Ui AR A 8 AR B 2 3,836 22,858
31.0PERATING LEASES N.R=EHLY
The Group as lessee AEBEREEA
2009 2008
ZEBEBAF —ETNEF
RMB’000 RMB’000
AR®T T ARETTT
Minimum lease payments under operating leases recognised
in the consolidated profit or loss
RiFEBm P RN EHORER SR 9,242 5,321

Sunny Optical Technology (Group) Company Limited 35 X 2% (£8) HRAF / Annual Report 2009 &

151



152

31.0PERATING LEASES (Continued)

The Group as lessee (Continued)

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases in respect of premises which fall due as follows:

HAEEHEN (&)
FEEEREEA ()

RMEHRAR - ~XEERBEEYEROTA]
BEH & L HAO MR RKEE S FAREN
N

2009 2008

—EENE —ETN\F

RMB’000 RMB’000

AR®T AREET T

Within one year —F A 2,550 6,538
In the second to fifth year inclusive E-—2F TR (BEEERF) 3,197 1,133
5,747 7,671

Operating lease payments represent rentals payable by the Group
for premises used for production and operation. Leases are
negotiated for a term of 1 to 5 years and rentals are fixed over
the relevant lease term.

32.RETIREMENT BENEFIT SCHEME

REMENARAEERBIELEEREELZ
MERNENES - BOLERT L - HEA
—2R%F MESNERESAEETE -

32. RIR@E AT &I

2009 2008
—EENF —ETNF
RMB’000 RMB’000
AR¥T T ARBTTT
Retirement benefit scheme contribution made during the year
FRRRERETEIHE 19,199 19,581

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

The Group also participates in a Mandatory Provident Fund
Scheme (the MPF Scheme) established under the Mandatory
Provident Fund Ordinance in December 2000 for the Group’s
Hong Kong employees. The assets of the MPF Scheme are held
separately from those of the Group, in funds under the control of
trustees. For employees who were members of the MPF Scheme,
the Group contributes 5% of relevant payroll costs to the scheme
and subject to a maximum of RMB881 (equivalent approximately
to HK$1,000) per month, which contribution is matched by the
employee.
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33.ACQUISITION OF SUBSIDIARIES

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

The net assets acquired in the transaction, and the goodwill

33. W B ff /8 2 |

R-EE

— ==

NFE+ZA+NB XEEKE

NEXBEIINRE ReREAARK
20,712,0007T ° A& B35 5 W i 2 H8.56%

18 2554.92% °

WD I WEEARR - WEE

FiEE A i B 2R B A R 68,097,0007T °

RPPABBEEFEMMEENBED

arising, were as follows: T
Acquiree’s
carrying amount
before Fair value
combination adjustments Fair value
WU EE A RRA
EORTMREE AREFAE ARE
RMB’000 RMB’000 RMB’000
AR®ET T AR®ET T AR®ET T
Net assets acquired: Frig g & &= FE :
Property, plant and equipment ¥13 - #23 & R E 22,905 8,328 31,233
Intangible asset &2 & &E 84 8,826 8,910
Trade and other receivables & 5 & H fth g U T8 7,189 = 7,189
Bank balances and cash $R1T#&&8 &KEHE & 21,940 - 21,940
Trade and other payables & 5 & E f & < 718 (8,257) = (8,257)
Amount due to a shareholder J&1 %5 78 (2,475) - (2,475)
Bank borrowings R1T1E & (19,818) = (19,818)
Deferred tax liabilities #EEFIE A & - (2,076) (2,076)
21,568 15,078 36,646
Minority interests AL B #E 25 (16,520)
Less: amount previously held as available-for-sale
investments
B ZAIFANAIHEERE (7,511)
Goodwill arising on acquisition 45 B & 4 1) rg 2 8,097
Satisfied by cash AR & 1+ 20,712
Net cash inflow arising on acquisition: Y% FT1535 & F %58 :
Cash consideration paid Ef1IR &K (E (20,712)
Bank balances and cash acquired FTUkBESR1T45 64 IR & 21,940
1,228
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33.ACQUISITION OF SUBSIDIARIES

(Continued)

The goodwill arising on the acquisition of Power Optics was
attributable to the anticipated profitability of the manufacturing
and sales of optoelectronic products and the anticipated future
operating synergies from the acquisition.

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

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

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

34.RELATED PARTY TRANSACTIONS

(@) Names and relationships with related parties during the
years are as follows:

Name Principal activities

=L -3 S

3. WEEKHE LR (&)

WENEXBEENABRNARNRE -
EREEMER NIBHRE K HRE L 5 R
ot

Ik

B

S o

WEBAHME-_STTN\F+_A=1T—HL
HiR ARERKRBENELBRRARE
1,627,0007T °

W EER =T N\F—HA—HEK ' I
SEFANERRERARE1,321,046,000
L BEZEE)N\F+A=1+—HLEFE
H)3% T & A A R #67,832,0007T °

PaEEERERFARSE  ROATRRE
WEER-_ZTN\F—A—AZKEREE
ERAESHKEREERE  TEEER
RIREETEA -

UBEEALRS

(a) FRBEATEBREBEA LT ZER
P01 N

Relationship

e

Sunny Group Limited
(“Sunny Group”)
HFEBARAR ([2F5E])

Investment holding
REER

Ningbo Sunny Electronic Limited Manufacture and sale of

(“Ningbo SST”)
BRETFETFHRAA
([BRFRFRE])

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

okl S ST AR ([#E )

telescopes and
riflescopes
EEREEEIRE MRS

Manufacture and sale of
hardware and
plastic components
SEREENS REBEH
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A substantial shareholder of the Company
with significant influence on the Group

ARBNEERRZ — (BAEEAR
BRTEN)

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

ARREEFXNELERBEREFTN AR

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



N HRRMNEE
- . T

34.RELATED PARTY TRANSACTIONS

(Continued)

(@) Names and relationships with related parties during the

years are as follows: (Continued)

Name

=

Principal activities

EFREHR

UVEEALRS (&)

(@ FABREALEBREBEALZER
W ()

Relationship

e

Yuyao City Xingbang Optoelectronic

Instruments Company Limited
(“Xingbang”)

Rk B K BESBRAR]
([E#3B1)

Yuyao City Xingli Optics
Instruments Factory
(“Xingli”)

BRIk T BT S B2 2R M R
(M85 1)

Yuyao City Jiahua Optoelectronic
Components Factory
(“Jiahua”)

ERIKTREZE R BECHRR ([1EZE])

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

S - KEE - REE - HEE
(TP#RE])

Shanghai Shuangquan Scientific
Instruments Company Limited
(“Shuangquan”)

PeEEMERFARAR ([E£E])

BERSEF AR AR
(“Sunny Machinery”)

ERRFRAERA T
([ZEFHM )

3S Hi-Technologies Co., Ltd.
(“38S Hi-Tech”)

FERFERABRMERAA]
(E2}E])

BRIk R E L ERBR DA
(I5#&%E])

Manufacture and sale of
parts for optical
instruments

EEREE R EIERET

Manufacture and sale of
parts for optical
instruments

HEEREE B ERAT

Manufacture and sale of
parts for optical
instruments

FERHE B ERET

N/A
¥l

Distribution and sale of
scientific instruments

DIHMHER B

Manufacture and sale of

telescopes and riflescopes

A N SHE AR S M R

Distribution and sale of
scientific instruments

7 SHA$H E R B R as

Manufacture and sale of
parts for optical
instruments

HEEMHE R RS AT

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

ARAEEREBETERBAIENNRE

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

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

RAREFEXERFERBAEHIHNAA

Minority shareholders of Sunny Hengping
with significant influence on the Group

RFEVESNIERR (BAEEAER
BRTEN)

Beneficial interest held by a family member
of the shareholder of Sunny Hengping
with significant influence on the Group

HTETERFERRXBERERNLA
(BXEEAEBERTEN)

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

Company controlled by Sunny Group
HFEETES AR

Beneficial interest held by a family
member of the Company’s director,
Mr. Ye Lianing with significant influence
on the Group
AAREEFERELRLERBERERNAR
(MAEERFEARTEDN)
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34.RELATED PARTY TRANSACTIONS
(Continued)

(b) Transactions with related parties:

UNEEAELREZ (K)

(b) BEEALRS :

2009 2008
—EBEEAF ZZTENF
RMB’000 RMB’000
ARMET T ARBTIT
Sales of goods (note 1) $4&Em (FizE1)
Ningbo SST %8 )i 52 F£H% 5,024 5,290
LB 1,593 =
Shuangquan & 1,046 1,566
Xingbang XS 457 351
Xingli 8237 4 4
3S Hi-Tech /B % E 1 66
Sunny Group ##F 5% & 2 -
8,127 7,277
Purchase of raw materials (note 1) B & R £ (FzE1)
Ningbo SST 28 52 F&H% 8,729 14,531
Xingbang 3 2,940 4,343
Sunny Machinery %5 #4, 2,294 2,562
BB 1,832 -
Xingli 8237 1,119 1,292
Fanxing %06 351 520
Jiahua fE#E 48 53
Shuangquan & - 30
17,313 23,331
Disposal of property, plant and equipment (note 1)
HEWE - M REE (1)
Ningbo SST 22§ 72 FEHE - 9
Property rental expenses (note 2) WM& x4 (HiFE2)
Sunny Group Z#F£E 3,881 2,730

Notes:

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

(2) The property rental expenses were charged based on the terms
agreed by the relevant parties.
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34.RELATED PARTY TRANSACTIONS
(Continued)

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

following significant balances with related parties:

UNEEAELREZ (R)

(c) RBESHHAR  2EEEREALHE

REEsRIT ¢
2009 2008
—EZRF —ZEENF
RMB’000 RMB’000

AR®T ARETTT

Current assets: B &7 -
Amount due from a related party &k 78 A + I8

Shuanquan % & 12* =
Current liabilities: g & 1E :
Amounts due to related parties fE{fFdi8 A T FIE
Ningbo SST %)% 52 F 3,666* 5,715*
Xingbang 1 F3 1,817* 1,457*
Xingli #37 463* 511*
Sunny Machinery 5&FH#H% 266* 183*
Fanxing &5 215* 112*
Jiahua {£Z 20* 20*
B2 277* -
Sunny Group ##F%£E 41 17
6,765 8,015

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

The following is an aged analysis of related parties balance of
trade nature at the end of reporting period.

A BRcBERESNE  Hit
BEORIFEZNE - ZFSRAL KK
BR - RS AAREREER -

REBEHHMR FREZHEENEEA

TEEBRROTOT
2009 2008
—2ENF ZETN\F
RMB’000 RMB’000

AR®T ARETTT

Current assets: JiE &7 -
Within 90 days 90H &

12 =
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34.RELATED PARTY TRANSACTIONS
(Continued)

(c) At the end of reporting period, the Group has the
following significant balances with related parties:
(Continued)

UNEEAELRS (R)

(c) RBESHHAR  2EEEREALHNE

REHWT : (&)

2009 2008
—EZAF —ETNEF
RMB’000 RMB’000
ARET T ARETTT

Current liabilities: JRENB1E :
Within 90 days 90H A 6,067 5,548
91 to 180 days 91 HZ=180H 649 2,450
Over 180 days ##180H 8 =
6,724 7,998

(d) Compensation of key management personnel

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

(d) TEEEAEHMH

RTFE  FEZEBEABHFM CT0E
FMBEEZME (FEHENME12)) 1

year is as follows: T
2009 2008
—EZRF —EENF
RMB’000 RMB’000
AR¥T ARETIT
Short-term benefits 52 HA4& Fll 12,102 7,628
Post-employment benefits Bk 1% 12 7l 824 388
12,926 8,016

35.MAJOR NON-CASH TRANSACTION B.EEXRERS

During the year, the Group has addition of an intangible asset
through capital contribution from a minority shareholder of a
subsidiary amounting to RMB7,040,000 (2008:nil)

36.EVENTS AFTER THE REPORTING
PERIOD

After the end of reporting period the directors proposed a final
dividend. Further details are disclosed in note 10.

WER - FEERBHEL DL BRITA
{8 T 0 B 48 0 AR #7,040,0007E (=

NE:B) o

36. MEHREIR

RBERRREK  EFRZERRARE -

BRAFFIBEN IR0 -
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Particulars of subsidiaries indirectly held, unless otherwise stated,
by the Company at 31 December 2009 and 2008 are as follows:

Name of subsidiary

Place of
incorporation/
registration/
operation

37.PARTICULARS OF SUBSIDIARIES

Issued and fully paid
up share capital/
registered capital

SR EfE S ERTRBERE

.M B A EF1E

BRAEHAN KRR -_ZZNEFR-F
TNFT_A=+—HEEFENHHERF
FHEWT

Attributable
equity interest

held by the Group Principal activities

MEARAE EEMY HEMER rEEELES TEEH
2009 2008
“EEAE ZERNE
Sun Yu Optical The British Virgin Islands ~ Ordinary shares 100% 100%  Investment holding
Technology Limited (“The BVI) US$100,000 (directly held) REZR
RFHERRERAA EBRIEHS EimA%100,000% T (BEHA)
([BxES])
Sun Xiang Optical The BVI Ordinary shares 100% 100%  Investment holding
Overseas Limited BAHE us$10 RERER
REHBEINERAR LBAT10ZET
Sun Li Instrument The BVI Ordinary shares 100% 100%  Investment holding
Overseas Limited RAHE us$10 REZER
RN EFREINERAE Li@AR10ET
Summit Optics The BVI Ordinary share 100% 100%  Investment holding
Technology Limited BAHE Us$1 REER
TmR1ET
Summit Optics The BVI Ordinary share 100% 100%  Investment holding
Investment Limited BHHS Us$1 REER
LTmBRIET
Sunny Optical Hong Kong Ordinary shares 100% 100%  Investment holding
Overseas Limited B8 us$10 REER
RFHBFINERAA LAER10ET
Sunny Instruments Hong Kong Ordinary shares 100% 100% Investment holding
Overseas Limited B Us $10 REER
RFERGNERAHE LRBI10ETT
Summit Optical Hong Kong Ordinary share 100% 100%  Investment holding
Technology Limited BB HK$1 REER
TRRIET
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37.PARTICULARS OF SUBSIDIARIES

(Continued)

Name of subsidiary

Place of
incorporation/
registration/
operation

Issued and fully paid
up share capital/
registered capital

SRR ERE S BERTRBERE

Attributable
equity interest
held by the Group

.M T FHE (&)

Principal activities

L= YN EERH EMER rEBEGES TEXEK
2009 2008
—ETNE ZETNF
Summit Optical Hong Kong Ordinary share 100% 100%  Investment holding
Investment Limited BE HK$1 AR
LBRIET
*Zhejiang Sunny Optics The PRC Registered and 100% 100%  Manufacture and sale of
Co., Ltd. i contributed capital optical components
WIRTAEERAA RMB235,000,000 EERHERETH
AR #235,000,0007T
*Ningbo Sunny The PRC Registered and 100% 100%  Manufacture and sale of
Instruments Co., Ltd. HE contributed capital optical instruments
ERETERARDE RMB82,500,000 EERHENZESR
A1 R B AR AR
AR#¥82,500,0007T
*Sunny Optics The PRC Registered and 100% 100%  Manufacture and sale of
(Zhongshan) Co., Ltd. i contributed capital optical components
TR (PI) ARAA US$14,990,000 EERHERETH
A R E#RA
14,990,000 7T
*Nanjing Sunny Optical The PRC Registered and - 100%  Sale of optical instruments
Instruments Co., Ltd. F contributed capital (Note) HE N EESR
ERETARESRARAR RMB3,000,000 (FE)
i &% B AR
AR#3,000,0007T
*Ningbo Sunny The PRC Registered and 100% 100%  Manufacture and sale of
Opotech Co., Ltd. H contributed capital optoelectronics products

FRBTHEEIARAT

US$8,831,600
i ff BB A
8,831,600% 7T
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37.PARTICULARS OF SUBSIDIARIES

(Continued)

Name of subsidiary

Place of
incorporation/
registration/
operation

Issued and fully paid
up share capital/
registered capital

SRR ERE S BERITRBERE

. ME AT FHE (&)

Attributable
equity interest
held by the Group

Principal activities

- YNEIEEE EERH HEMER rEBEGES TEXEK
2009 2008
—ETNE ZEEN\E
*Ningbo Sunny Infrared The PRC Registered and 63.38% 95%  Research and development
Technologies Company Ltd. A& contributed capital of infrared technologies
FERBEFALIMEME R A R RMB10,000,000 ot R R B AT MR B MG
i & B B
AR#10,000,0007T
Sunny Japan Co., Ltd. Japan Registered and 55% 55%  Trading of optical
RFEAAKASH B contributed capital instruments and
JPY99,000,000 optoelectronics products
R E A BEEAPERENAEER
99,000,000H
*Shanghai Sunny Hengping The PRC Registered and 60.73% 62.46%  Manufacture and sale of
Scientific Instrument e contributed capital scientific instruments
Co., Ltd. RMB6,520,916 AERHENSEES
tHERTETNEES i &% B R
=L YNG AE#6,520,9167T
Sunny Optical Corean The BVI Ordinary shares 100% 100%  Investment holding
(BVI) Limited RAHE us$10 REER
LRR10ET
Sunny Korea Company Korea Ordinary shares 100% 100%  Manufacture and sale of
Limited 4B KRW450,000,000 optical components
RTRERAGH Lk EERHERZTH
450,000,000%8 7T
Power Optics Co., Ltd. Korea Ordinary shares 54.92% 54.92%  Manufacture and sale of
NEXREFRAHE T KRW5,000,000,000 optoelectronic products
Rl EERHEEAEER
5,000,000,000%% T
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(Continued)

Name of subsidiary

Place of

incorporation/

registration/
operation

37.PARTICULARS OF SUBSIDIARIES

Issued and fully paid
up share capital/
registered capital

SRR ERE S BERTRBERE

.M T FHE (&)

Attributable
equity interest
held by the Group

Principal activities

L= YN EERH EMER rEBEGES TEXEK
2009 2008
—ETNE ZETNF
Sunny Instruments Singapore Ordinary shares 65% 92.86%  Manufacture and sale of
Singapore Pte. Ltd. N SGD4,200,000 scientific instruments
BT ESMIMEARADA] B EERHENBES
4,200,000%7 h3 T
*#Jiang Su Sunny Medical The PRC Registered and 51% 51%  Manufacture and sale of
Instruments Co., Ltd. H contributed capital medical instruments
HLE T RERMERAR RMB15,000,000 HERHERESRM
A R E SR
AR #15,000,0007T
*Ningbo Sunny Automotive The PRC Registered and 100% 100%  Manufacture and sale of
Optech Co., Ltd. i contributed capital optical automotive
YRR T EE BRI RMBS5,000,000 components
e YN T &% B R AERHEXBEHTH
AR#5,000,0007C
*Sunny Optics (Tianjin) Co., The PRC Registered and 100% 100%  Manufacture and sale
Ltd. HF contributed capital of optical components

SRS (KE) BRAA

*

& companies are domestic invested enterprises

RMB30,000,000
E Al E L
AR#30,000,0007T

companies are sino-foreign equity joint venture enterprises

Note: The company was de-registered during the year.

None of the subsidiaries had issued any debt securities at the

end of the year.

© A ELEAT

o RBERERE

LTERBEABEN

WE : ZRANFEANEH °

RAER - M8 Q B BB T EIERES
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EXECUTIVE DIRECTORS

Mr. WANG Wenijian (Chairman)
Mr. YE Liaoning

Mr. XIE Minghua

Mr. WU Jinxian

Mr. SUN Yang

NON-EXECUTIVE DIRECTORS

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

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. CHANG Mei, Dick
Mr. SUZUKI Koji

Dr. LIU Xu

Mr. ZHANG Yuging

JOINT COMPANY SECRETARIES

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

REGISTERED OFFICE

Cricket Square, Hutchins Drive,
P.O. Box 2681, George Town,
Grand Cayman KY1-1111, Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN

HONG KONG

Unit 603, 6th Floor, Grand City Plaza,
1-17 Sai Lau Kok Road, Tsuen Wan,
New Territories, Hong Kong

PRINCIPAL PLACE OF BUSINESS IN

THE PRC

Nos. 66-68, Shunyu Road,
Yuyao, Zhejiang Province, PRC

HITES

EXERLE (2/E)
WAERE
REBSLE

FHITES

BMDR S E (FIE/R)
RICKS Michael David%t &

BYFHITES

RAREL
WRAEZRAE
el L
RRERLE

BMEADRE

R A&
= 735 22t (accA, HKICPA)

GRSy

Cricket Square, Hutchins Drive,
P.O. Box 2681, George Town,
Grand Cayman KY1-1111, Cayman Islands

BERTEEXR NI

BB
2ETEE AR5
¥R E5612603%E

PEFEE R

PEITE
BRIk T 5% 3% 66-685%%
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CORPORATE WEBSITE
www.sunnyoptical.com

LEGAL ADVISERS

Troutman Sanders Solicitors and International Lawyers

AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

COMPLIANCE ADVISER
Kingsway Capital Limited

PRINCIPAL BANKERS

Agricultural Bank of China, Yuyao Sub-branch
Shanghai Pudong Development Bank, Ningbo Branch

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

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

P.0O. Box 705, George Town,

Grand Cayman, Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor,

Hopewell Centre, 183 Queen’s Road East,

Wanchai, Hong Kong

STOCK CODE
Stock Code: 2382

AUTHORISED REPRESENTATIVES

Mr. RICKS Michael David
Ms. WONG Pui Ling (ACCA, HKICPA)
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REBBREEBA
%R ED

BE) » BARRTT G &TARTT
HEEFRD

B
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o B 3 4R (T A 7T
ERRBERTER L

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

P.O. Box 705, George Town,

Grand Cayman, Cayman Islands

EREFBERLIE

EEPRBLEETLER AR
BE BT
SEREHRE1835%
AMALTHE1712-1716F

i EACER
[R5 : 2382
RERRE

RICKS Michael David4t 4
=135 22t (acca, HKicPA)



| Technology (Group) Company Limited
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