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CORPORATE PROFILE

Sunny Optical Technology (Group) Company Limited (the
“Company” or “Sunny Optical”, together with its subsidiaries,
the “Group”) (Stock Code: 2382.HK) is a leading integrated optical
components and products manufacturer with more than thirty
years of history in the People’s Republic of China (the “PRC” or
“China”). The Group is principally engaged in the design, research
and development (“R&D”), manufacture and sales of optical and
optical-related products. Such products include optical components
(such as glass spherical and aspherical lenses, plane products,
handset lens sets, vehicle lens sets and other various lens sets)
(“Optical Components”), optoelectronic products (such as
handset camera modules, three dimensional (“3D”) optoelectronic
products, security cameras and other optoelectronic modules)
(“Optoelectronic Products”) and optical instruments (such as
microscopes, optical measuring instruments and various high-end
optical analytical instruments) (“Optical Instruments”). The Group
focuses on the application fields of optoelectronic-related products,
such as handsets, digital cameras, vehicle imaging systems,
security surveillance systems, optical measuring instruments and
high-end optical analytical instruments, which are combined with
optical, electronic, software and mechanical technologies.
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Management Discussion and Analysis

BEENWED

BUSINESS REVIEW

Looking back to the first half of 2016, the global economy
recovered moderately. The United States (the “U.S.”), the United
Kingdom (the “UK”) and other developed economies experienced
a slower-than-expected economic recovery, Brexit cast a shadow
over the global economy, major emerging economies even endured a
greater downward pressure, and China still proceeded with structural
adjustment. Under this complicated backdrop, the global smartphone
industry also got trapped in a quagmire of decelerating growth. Among
which, China, being the largest smartphone market, has saturated
with abundant supply of smartphones which gave rise to keener
industrial competition, evident industrial consolidation and remarkable
brand reshuffle. However, certain local smartphone manufacturers
with technical innovation capability and core competitive edge have
not only seized a significant larger market share, but also moved
up the technical ladder towards the mid- and high-end products,
which have become a major market force to push the replacement
of old smartphones with new ones. On the other hand, along with
the promulgation of new decrees and regulations, certain countries
and regions have further tightened their requirements on traffic safety.
At the same time, there are increasing consumers who tend to take
whether the smart driver assistance system has been installed as one
of the important factors when selecting an auto brand. Vehicle lens
sets, as an important component for the reverse image function and
the smart driver assistance system, continued to enjoy strong market
demand and have grown rapidly. In view of the above, despite the
complicated operational environment and various challenges faced
during enterprises’ own growth, the Group achieved solid growth in
overall performance by leveraging on its accumulation in technology
and making adjustments to its marketing strategy in a timely manner.
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Management Discussion and Analysis

During the first half of 2016, the global smartphone shipment volume
reached 678.2 million units (source: International Data Corporation
(“IDC”), while the smartphone shipment volume in China amounted
to 241.6 million units (source: IDC). As a result of decelerated growth
in the industry, smartphone manufacturers competed fiercely in
performance, aesthetics and distinguished features of their products.
Cameras, as an important means to meet customers’ actual needs,
have become a key device for various brands to increase their
investment so as to showcase the hi-tech and high quality of their
products. Therefore, in addition to further improvement in picture
quality, other more complicated camera specifications such as ultra-
thin, wide angle, large aperture, optical image stabilization (“OIS”),
phase detection auto focus (“PDAF”) and dual-camera are also well
accepted. The Group, as a leading supplier of handset lens sets and
handset camera modules, will definitely benefit from such development.

The vehicle imaging field has been growing rapidly with strong
momentum. On the one hand, U.S. National Highway Traffic Safety
Administration (“NHTSA”) and European New Car Assessment
Programme (“E-NCAP”) continued to push forward the implementation
of the relevant regulation and assessment system. On the other hand,
NHTSA and the Insurance Institute for Highway Safety (“lIHS”) jointly
announced a commitment by 20 automakers representing more than
99 percent of the U.S. auto market to make automatic emergency
braking a standard feature on virtually all new cars no later than 1%
September 2022. The Ministry of Land, Infrastructure, Transport and
Tourism of Japan has preliminarily decided that the “mirrorless vehicles”
with their mirrors replaced by cameras and screens will be permitted
on road from this June. In addition, owing to the expanding application
sites for the advanced driver assistance systems (“ADAS”) and the
clearer development pattern of autopilot technology, the number
of cameras installed in a new vehicle will continue to increase, and
their specifications will become more complicated and diverse. The
Group, as one of the few producers which can provide high-quality
and multi-specification vehicle lens sets worldwide, continued to
benefit from the rapid growth of the vehicle cameras industry and
has expanded at speed. Currently, the Group has enjoyed the largest
market share in the global vehicle lens sets market, and such market
share has been expanded further.
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Management Discussion and Analysis

BEENWED

For the optical instruments market, as affected by the slow recovery
of the global economy, demand in the industrial market remained
sluggish. In particular, orders from European and American customers
recorded a significant decline. However, on account of China’s effort to
promote the transformation and upgrade of its manufacturing industry,
there saw an accelerated move from “Made in China” into “Intelligently
Manufactured in China”, which has translated into increased market
demand for instruments and equipment required in machine vision and
automatic production. Moreover, the Chinese government continued
to increase its investment in environmental protection, food safety,
education and other fields. This shows that the mid- to high-end
optical measuring instruments and analytical instruments are promising
in the domestic market and the Group’s optical instruments business
segment will benefit therefore.

For other areas in which the Group has been engaged in, such
as digital security, action cameras, drones and virtual reality
(“VR”) / augmented reality (“AR”), they are still in the early stage of
development in terms of business activities and models. However,
both traditional mobile device manufacturers and hi-tech Internet
companies are vigorously penetrating into smart home, industry
internet, games, logistics and other fields with great enthusiasm.
As such, new business opportunities have emerged with huge
development potential. Taking advantage of its outstanding R&D
capabilities, technological innovation abilities and the first-mover
advantage in establishing the market presence, the Group’s
products and services have gained recognition from global top-tier
hi-tech companies, bringing about many valuable cooperation
opportunities, which have in turn established a good foundation for
the Company’s mid- to long-term development.
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Management Discussion and Analysis

During the period under review, in order to enhance its R&D
capability and consolidate the technological advantage of its
existing products in the industry, the Group increased its R&D
investments to upgrade the existing products of its three major
business segments, thereby greatly improving their technology
level. Meanwhile, the Group attached much importance to develop
and improve innovative products. After considering both its market
strategy and customers’ demands, the Group has developed and
mass produced a number of world-leading innovative products.
On the other hand, the Group attached great importance to
promote and optimize automation in each production line. Taking
advantage of the expertise accumulated in manufacturing automatic
equipment, the Group constantly developed new equipment that
meet its own needs and upgraded its existing self-manufactured
equipment, which improved its production efficiency and product
quality, obtained considerable economic benefits and gained
recognition from brand customers. This has not only consolidated
the Group’s leading edge, but has also laid a solid foundation for
the Group’s future sustainable development. In addition, the Group
has been actively making patent applications with 49 new patents
being added. As of 30 June 2016, the Group had 342 patents,
including 85 invention patents, 231 utility model patents and 26
exterior design patents, in addition to other 363 patent applications
pending approval.
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Management Discussion and Analysis

BEENWED

The Group received numerous honors during the period under
review. For the Optical Components business segment, Sunny
Optics (Zhongshan) Co., Ltd. was awarded the “2015 Best Strategic
Partner” by Dahua Technology Co., Ltd.. For the Optoelectronic
Products business segment, Ningbo Sunny Opotech Co., Ltd.
won the “Quality Gold Price” from TINNO Mobile. For the Optical
Instruments business segment, the Gas Chromatography-Mass
Spectrometer MSQ8100 developed by Shanghai Sunny Hengping
Scientific Instrument Co., Ltd. won the gold prize in the 16th Beijing
Conference and Exhibition on Instrumental Analysis (“BCEIA2015”).
In addition, the Group ranked top 3 in the technology/hardware
category in the lists of the “Best IR Company”, the “Best CEQ”, the
“Best CFO”, the “Best IR Professionals”, the “Best Analyst Day”
and the “Best Website” among the companies in the Asian region
(excluding Japan) for 2016, as selected by “Institutional Investor”, a
U.S. magazine. The Company was also awarded the “Most Honored
Company”. These awards show that the Company’s product
quality, quality management and control, innovation, technology
and service capabilities have been highly recognized and approved
by customers, thereby encouraging the Company to continuously
provide customers with better products and services.

Optical Components

Benefiting from the adjustment in the supply chain of camera
lens of smartphones and the continuous growth in the vehicle
imaging field as well as the appropriate business strategy and solid
executive power of the Group, the shipment volume of the major
products of the Optical Components business segment recorded a
significant growth. Meanwhile, its product mix was also improved,
leading to satisfactory results for this business segment. During the
period under review, the sales revenue from this business segment
amounted to approximately RMB1,291.0 million, representing
an increase of approximately 30.2% as compared with the
corresponding period of last year. This business segment accounted
for approximately 21.8% of the Group’s total revenue as compared
with approximately 21.3% in the corresponding period of last year.
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Management Discussion and Analysis

During the period under review, the shipment volume of handset
lens sets of the Group recorded a year-on-year growth of
approximately 16.6% with product mix improvement. The proportion
of shipment volume of 8-mega pixel and above products increased
from approximately 10.5% in the corresponding period of last
year to approximately 37.2%, of which the proportion of shipment
volume of 10-mega pixel above products was approximately 17.1%
as compared with approximately 4.9% in the corresponding period
of last year.

The Group has commenced mass production of handset lens sets
with 13-mega pixel wide angle, 16-mega pixel large aperture and
10-mega pixel above handset lens sets with 6 pieces of plastic
aspheric lenses (“6P”). The Group’s customer base of handset
lens sets was further optimized. In addition to continued mass
production of high-end handset lens sets with 5-mega pixel wide
angle and 10-mega pixel above for a Korean customer and the
continued mass production of 10-mega pixel above handset lens
sets for Japanese customers, more and more high-end products,
including selfies lens sets with 10-mega pixel above, wide angle,
large aperture and ultra-thin lens with 10-mega pixel above have
gained recognition from domestically famous handset makers and
as a result, our market share in the PRC experienced a swift surge.
Furthermore, leveraging on the technical advantage in optical field,
the Group has launched a number of products used in emerging
areas, such as VR/AR lenses and lens sets which have undergone
mass production.

During the period under review, vehicle lens sets of the Group recorded
a year-on-year growth of approximately 43.7% in shipment volume,
and continued to improve its share in the global market.

BERE WD

REEHA AEENFEEBLTER LIS
R#16.6%  Em&BELEUNEL - NBERE
RATERHNHEEEERBEEENHAICH
EFRBM105% LT ELZ7.2%  HP TEK
EU FEMNELA171% - ZFRBZELLD
4.9% °

—TZEERREA . —TAREBR=ZRAXEN
RFE&= ek ZRIERESE R ([6P]) &Y
FHRIFEHCHRBEE ASEFREBRERFPE
mE—SEL BRTABRERFPEEEETRE
GEEARTEGEZULNSRRFREERA
HARFEESEETEGRZU LN FHFEIN -
MIREEZHSmER  EEARBHENTESRE
LE KRB EAEERBENTEGE=U L
MINRIEESH DX ERNMNEFEREN TR -
Hit "&EETEEANTSHEBERALR - 3
Hh - FIRERSEHMZMED  AXEBEHE
% ER R BB A Em - WVR/ARE F A
H5E  WEBHREE -

REEHA - AEESHEAOLRBRLEER
#143.7% @ WEERFRZHRMBHEE

RTERBRE (RE) ARAR
2016 RS



Management Discussion and Analysis

BEEIWE
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Optoelectronic Products

Benefiting from the development of smartphone market and other
mobile device products in the PRC, the optoelectronic products
business segment recorded an impressive growth. During the
period under review, the revenue from the Optoelectronic Products
business segment amounted to approximately RMB4,505.5
million, representing an increase of approximately 26.2% over the
corresponding period of last year. This business segment accounted
for approximately 76.2% of the Group’s total revenue as compared
with approximately 76.7% for the corresponding period of last year.

During the period under review, the proportion of shipment volume
of 10-mega pixel above handset camera modules increased from
approximately 20.2% in the corresponding period of last year to
approximately 59.6%.

During the period under review, the Group commenced mass
production of dual-camera handset modules with 12-mega pixel,
and became the major supplier of such products. In addition, the
Group also carried out full collaboration with its domestic and
overseas customers in the areas of iris recognition and AR with
some of the products already at mass production stage. Superior
products with high pixel, coupled with advanced technologies and
first-mover advantage, allowed the Group to maintain its leading
position in the supply chain of smartphones in China, further
increasing the Group’s market share amongst the domestic branded
smartphone manufacturers.
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Management Discussion and Analysis

Optical Instruments

During the period under review, as affected by the slow recovery of
global economy and the slowdown in domestic economic growth,
the demand for industrial instruments decreased. However, as a
result of increased efforts put into new product development and
market expansion by the Group, the revenue from the Optical
Instruments business segment increased by approximately 25.0% to
approximately RMB113.1 million. This business segment accounted
for approximately 2.0% of the Group’s total revenue, as compared
with approximately 2.0% in the corresponding period of last year.

During the period under review, the Group conducted technological
upgrade of existing products and continuously advanced its
lean management, so as to further enhance the performance
and economic benefits of the products. The Group will further
increase its investment in the R&D and marketing of high-end
optical instruments in order to foster its mid- to long-term steady
development.

Production

The Group’s products are mainly manufactured in four production
bases in Yuyao of Zhejiang Province, Zhongshan of Guangdong
Province, Shanghai and Xinyang of Henan Province in the PRC,
respectively. In addition, the Group has established a subsidiary
in Silicon Valley, California, the U.S. to provide technical support,
marketing and customer base expansion in North America region;
the Group has established a subsidiary, Zhejiang Sunny Optical
Intelligence Technology Co., Ltd., in Hangzhou, responsible for the
R&D and marketing of 3D and VR/AR products used in emerging
areas as well as customer base expansion.
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Management Discussion and Analysis
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FINANCIAL REVIEW
Revenue

The Group’s revenue for the six months ended 30 June 2016
increased by approximately 27.1% or approximately RMB1,258.4
million to approximately RMB5,909.6 million as compared with the
corresponding period of last year. The increase in revenue mainly
benefited from the Company’s development in the smartphone and
vehicle imaging markets.

Revenue generated from the Optical Components business segment
increased by approximately 30.2% or approximately RMB299.2
million to approximately RMB1,291.0 million as compared with the
corresponding period of last year. The increase in revenue was
mainly attributable to the growth in the shipment volume of handset
lens sets and vehicle lens sets and the increase in the average sales
prices of handset lens sets.

Revenue generated from the Optoelectronic Products business
segment increased by approximately 26.2% or approximately
RMB936.6 million to approximately RMB4,505.5 million as compared
with the corresponding period of last year. The increase in revenue
was mainly attributable to the increase in average sales prices of
handset camera modules and other optoelectronic products.

Revenue generated from the Optical Instruments business segment
increased by approximately 25.0% or approximately RMB22.6
million to approximately RMB113.1 million as compared with the
corresponding period of last year. The increase in revenue was
mainly attributable to the Company’s increased efforts in promoting
the technology upgrade and market expansion of its products.
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Management Discussion and Analysis

Gross Profit and Margin

The Group’s gross profit for the six months ended 30 June 2016
was approximately RMB988.0 million, and the gross profit margin
was approximately 16.7%, which was approximately 1.2-percentage
point higher than that for the corresponding period of last year. The
improvement in gross profit margin was mainly due to the faster
growth in the sales of the products under Optical Components
business segment which has a higher gross profit margin as
compared with the general gross profit margin of the Group. The
gross profit margins of the Optical Components business segment,
the Optoelectronic Products business segment and the Optical
Instruments business segment were approximately 38.2%, 8.7% and
38.4%, respectively (corresponding period of 2015: approximately
32.5%, 9.1% and 35.2%, respectively).

Selling and Distribution Expenses

The Group’s selling and distribution expenses for the six months ended
30 June 2016, increased by approximately 45.3% or approximately
RMB19.8 million to approximately RMB63.6 million as compared with
the corresponding period of last year, accounting for approximately
1.1% of the Group’s revenue, which was approximately 0.2-percentage
point higher than that for the corresponding period of last year. The
increase in absolute amounts was primarily due to the increase in
costs of selling, marketing and distribution personnel resulted from the
growth in sales activities.

R&D Expenditure

The Group’s R&D expenditure for the six months ended 30 June
2016 increased by approximately 15.6% or approximately RMB36.8
million to approximately RMB273.6 million as compared with the
corresponding period of last year. It accounted for approximately
4.6% of the Group’s revenue during the period under review, which
was approximately 0.5-percentage point lower than that for the
corresponding period of last year. The increase in absolute amounts
was attributable to the Group’s continuous investment in R&D
activities and business development. The R&D expenditure was
mainly used in the R&D of high-end handset lens sets and camera
modules, vehicle lens sets, infrared products, security surveillance
systems, mid- and high-end optical instruments and the upgrade of
existing product categories.
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Administrative Expenses

The Group’s administrative expenses for the six months ended 30
June 2016 increased by approximately 24.9% or approximately
RMB29.4 million to approximately RMB147.4 million as compared
with the corresponding period of last year. It accounted for
approximately 2.5% of the Group’s revenue during the period under
review, which was the same for the corresponding period of last
year. The increase in overall administrative expenses was mainly due
to the increase in the headcount of administrative staff, the increase
in remuneration and the corresponding increase of relevant fringe
benefits.

Income Tax Expense

The Group’s income tax expense for the six months ended 30
June 2016 increased by approximately 119.3% or approximately
RMB47.6 million to approximately RMB87.5 million as compared
with the corresponding period of last year. The increase was mainly
because the profit before tax increased and tax losses of some
subsidiaries of the Group had been fully utilized in 2015, which
resulted in decreased income tax expense for the same period of
last year. Most of the major subsidiaries of the Group in the PRC
have successfully applied for the status of “Hi-Tech Enterprises”.
The income tax rate applicable to Hi-Tech Enterprises is 15.0%
according to the national policy in the PRC. The Group’s effective
tax rate was approximately 15.8% during the period under review
and approximately 11.4% for the corresponding period of last year.
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The tax rates applicable to the Group’s subsidiaries in the PRC are

shown as follows:

+

" Zhejiang Sunny Optics Co., Ltd. ( “Sunny Optics”)
IS FHRBERAR ([BFFEHIINE])
" Ningbo Sunny Instruments Co., Ltd. ( “Sunny Instruments” )
TERRFERBRAT ([ RPERD
“ Sunny Optics (Zhongshan) Co., Ltd.
( “Sunny Zhongshan”)
TRFRE (RI) BRAR ([BEFFILKE])
“Ningbo Sunny Opotech Co., Ltd. ( “Sunny Opotech™)
CERERTAEBEEBRAR ([BFFHE])
" Ningbo Sunny Infrared Technologies Company Ltd.
( “Sunny Infrared”)

CERGBEFALIMIMARAR ([RFAIMKE])
Shanghai Sunny Hengping Scientific Instrument
Co., Ltd. ( “Sunny Hengping”)
CHERFEIHEESRARAT ([RFELEE]
Ningbo Sunny Automotive Optech Co., Ltd.
( “Sunny Automotive )
TERRFEHABRMARAD ([RFEHKE])
Hangzhou Sunny Security Technology Co., Ltd.

( “Sunny Hangzhou Security”)
MMRFZHEMER AR ([BFFRMNEZ])
Xinyang Sunny Optics Co., Ltd.

( “Sunny Xinyang Optics”)
EEREFABERAR ((RFEHGHE])
Shanghai Sunny Yangming Precision Optics Co., Ltd.

( “Sunny Shanghai Optics”)
FERFERHBELEARAF ((RFLEBXE])
Ningbo Sunny Intelligent Technology Co., Ltd.

( “Sunny Intelligent Technology”)
EHRRFEERMEARAR ([RFEERF]D)
Sunny Group Limited ( “Sunny Group”)
BrEEARAR ((BEEE))
Zhejiang Sunny Optical Intelligence Technology Co., Ltd.

( “Sunny Intelligence Opotech”)
IR FERAERMBERAR ([RFERKLE])
Qingdao Sunny Hengping Instrument Company Limited
( “Qingdao Hengping Instrument”)

EERTEVESRERAR ([EHEVESR))

+ o+ o+

+

+ o+ o+

+

+

+n

+

+
.

+

*

sheet date.

2015

—E-REF

15.0%

15.0%

15.0%

15.0%

15.0%

15.0%

15.0%

25.0%

25.0%

25.0%

25.0%

25.0%

25.0%

25.0%

Companies recognized as Hi-Tech Enterprises prior to the balance

* The Hi-Tech Enterprise Certification of the companies will expire on
31 December 2016 or 31 December 2017, but the management
expects the certification will be extended for another 3 years.
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15.0%
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15.0%
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15.0%
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25.0%

25.0%

25.0%

25.0%

25.0%

2017 2018
(Expected) (Expected)
—F-t% ZB-N\%
(F858) (F841)
15.0% 15.0%
15.0% 15.0%
15.0% 15.0%
15.0% 15.0%
15.0% 15.0%
15.0% 15.0%
15.0% 15.0%
25.0% 25.0%
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25.0% 25.0%
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Profit for the Period and Net Profit Margin

The Group’s profit for the period of six months ended 30 June 2016
increased by approximately 50.4% or approximately RMB155.9
million to approximately RMB465.0 million as compared with
the corresponding period of last year. The increase in net profit
was mainly attributable to the increase in gross profit and the
effective control in operating expenses. The net profit margin was
approximately 7.9%.

Profit for the Period Attributable to Owners of the
Company

The Group’s profit attributable to owners of the Company
for the period of six months ended 30 June 2016 increased
by approximately 51.2% or approximately RMB157.6 million
to approximately RMB465.3 million as compared with the
corresponding period of last year.

Interim Dividends

For the year ended 31 December 2015, the dividends proposed
by the Board was approximately RMB0.208 (being HK$0.249) per
share, with a payout ratio of approximately 30.0% of the profit
attributable to owners of the Company for the year, and was paid in
June 2016.

The Board does not recommend the payment of any interim
dividends for the six months ended 30 June 2016 (corresponding
period of 2015: nil).

Sunny Optical Technology (Group) Company Limited
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LIQUIDITY AND FINANCIAL RESOURCES
Cash Flows

The table below summarises the Group’s cash flows for the six
months ended 30 June 2016 and 30 June 2015:

BERE WD

TEE € R B BURR
RehE

TR AEERBE_ZT-—RFRAA=THR
TE-RAFERAZTRLERNEAHRNESRE

BEZ -
For the six months ended

30 June
BEAA=1THLEAEA
2016 2015
= L
RMB million RMB million
ARBEERL ARBBER
Net cash from operating activities
KETREREREFRE 390.0 960.2
Net cash used in investing activities
REEEMARS FHE (71.5) (808.9)
Net cash used in financing activities
BERBIAR TR (203.2) (35.8)

The Group is self-sufficient and derives its working capital mainly
from cash on hand and net cash generated from operating activities.
The Board expects that the Group will rely on net cash generated
from operating activities and bank borrowings in the short run to
meet its working capital and other capital expenditure requirements.
In the long run, the Group will be funded by net cash from operating
activities, if necessary, by additional bank borrowings or equity
financing. There were no material changes in the funding and
financial policies of the Group.

The Group’s balance of cash and cash equivalents was
approximately RMB309.9 million as of 30 June 2016, representing
an increase of approximately RMB123.1 million when compared to
the beginning of this year.
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Capital Expenditure

For the six months ended of 30 June 2016, the Group’s capital
expenditure amounted to approximately RMB353.4 million, which
was mainly used for the purchases of property, machinery and
equipment, a land use right and other tangible assets. All of the
capital expenditure was financed by internal resources and bank
borrowings.

CAPITAL STRUCTURE
Indebtedness
Borrowings

Bank borrowings of the Group as of 30 June 2016 amounted to
approximately RMB748.0 million (31 December 2015: approximately
RMB683.2 million). Pledged bank deposits amounted to
approximately RMB187.1 million (31 December 2015: approximately
RMB129.6 million) and pledged buildings and land of approximately
RMB188.5 million (31 December 2015: approximately RMB195.0
million) were arranged by the Group.

As of 30 June 2016, all bank borrowings were settled in the U.S.
Dollars and RMB. The gearing ratio of the Group by reference to the
total debt to total book capitalization ratio (total book capitalization
means the sum of total liabilities and shareholders’ equity) was
approximately 8.7%, reflecting that the Group’s financial position
was at a sound level.

Bank facilities

As of 30 June 2016, the Group had bank facilities of RMB545.0
million with Yuyao Branch of Agricultural Bank of China, RMB200.0
million with Yuyao Branch of Ningbo Bank, USD36.0 million with
BNP Paribas Hong Kong Branch, USD60.0 million with BNP Paribas
(China) Limited, USD10.0 million with Oversea-Chinese Banking
Corporation Limited, Hong Kong Branch, USD35.0 million with The
Hong Kong and Shanghai Banking Corporation Limited, RMB200.0
million with Yuyao Branch of Bank of Communication Co., Limited
and RMB80.0 million with Ningbo Branch of Hua Xia Bank Co.,
Limited.

Sunny Optical Technology (Group) Company Limited
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Debt securities

As of 30 June 2016, the Group did not have any debt securities.

Contingent Liabilities

As of 30 June 2016, 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 30
June 2016, except for the pledged bank deposits of RMB187.1
million and the pledged buildings and land of approximately
RMB188.5 million.

Capital commitments

As of 30 June 2016, the capital expenditure of the Group in respect
of acquisition of property, machinery and equipment contracted for
but not provided in the condensed consolidated financial statements
amounted to approximately RMB79.5 million (31 December 2015:
approximately RMB126.3 million).

As of 30 June 2016, the Group had no other capital commitments
save as disclosed above.

OFF-BALANCE SHEET TRANSACTIONS

As of 30 June 2016, the Group did not enter into any material
off-balance sheet transactions.
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PERFORMANCE OF INVESTMENTS
MADE AND FUTURE INVESTMENT PLAN

The Group’s investing activities mainly include the purchase
and redemption of financial assets designated as at fair value
through profit or loss, placement and withdrawal of pledged bank
deposits, placement and withdrawal of short term fixed deposits
and purchases of property, machinery and equipment. For the six
months ended 30 June 2016, the Group’s investments amounted to
approximately RMB353.4 million, mainly involving in the purchases
of machinery and equipment, acquisition of a land use right, as well
as the initial production settings of new products and the necessary
equipment configurations of new projects. These investments
enhanced the capabilities of the Group’s R&D and technology
applications as well as production efficiency, and thus broadening
the sources of revenue.

The Group adopts prudent financial policies, and therefore its
investment projects are mostly principal-protected with fixed
income. The Group can guarantee stable and healthy financial
positions while improving its returns.

Going forward, the Group intends to invest further in and expand its
production capacity in order to enhance competitiveness.

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
the expansion of the Group and for other uses. Upward fluctuations
in interest rates increase the costs of both existing and new debts.
For the six months ended 30 June 2016, the effective interest rate
on fixed-rate bank borrowings was approximately 2.27% per annum.

Sunny Optical Technology (Group) Company Limited
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FOREIGN EXCHANGE RATE
FLUCTUATION RISK

The Group exports a portion of its products to and makes bulk
purchases from international markets where transactions are
denominated in U.S. dollars or other foreign currencies. The Group
has entered into certain foreign exchange trading instruments to
reduce its currency risk.

EMPLOYEE AND REMUNERATION
POLICY

The Group had a total of 17,668 dedicated full-time employees as
of 30 June 2016, including 2,962 management and administrative
staff, 14,356 production workers and 350 operation supporting
staff. In line with the performance of the Company and individual
employees, a competitive remuneration package is offered to retain
elite employees, including salaries, medical insurance, discretionary
bonuses, other fringe 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 (the “Scheme”) and a
Restricted Share Award Scheme (the “Restricted Share Award
Scheme”), for the purposes of providing incentives and rewards to
eligible participants to recognise their contribution to the Group and
enhance their ownership spirits. For the six months ended 30 June
2016, no share option was granted or agreed to be granted by
the Company under the Scheme. In addition, during the six-month
period ended 30 June 2016, 2,154,428 shares were granted to
eligible participants in accordance with the Restricted Share Award
Scheme.
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OUTLOOK AND FUTURE STRATEGIES

Upholding the mission of building a stronger and bigger group,
the management team of the Group strives to make progress with
innovation based on the solid foundation. All businesses of the
Group have obtained sound development under their leadership.
During the period under review, the Group recorded strong
performance. Although uncertainties will continue to overshadow
the growth of the global economy, the Group basically remains
positive on its full-year performance just like its attitude held at
the beginning of the year. The Group has been accelerating its
business transformation and upgrade, implementing its development
strategies formulated at the beginning of the year and striving to
maintain the sound development momentum seen in the first half of
2016.

1. Continue in-depth exploration and dedicate to and focus on
existing business strengths

During the period under review, the Group has made good use
of its business strengths and will continue to allocate resources
in the second half of this year to increase the proportion of sales
of high-end handset lens sets and handset camera modules,
and to enhance the market competitiveness of these products,
vehicle lens sets and optical instruments for a higher market
share. Meanwhile, the Group will strengthen its supply chain
management, further implement “Lean Production” and improve
its production management process with an aim to further
enhance its management and control of production processing.

Sunny Optical Technology (Group) Company Limited
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Achieve breakthrough in existing emerging businesses and
realize a balanced development

The Group aims to rapidly increase the sales of relevant
products through continuing to allocate resources to existing
emerging businesses and further expand and optimise their
sales channels. At the same time, the Group will continue
to explore new optical applications, especially the innovative
optical applications on mobile devices. The Group will
identify key emerging businesses by a combination of self
development and cooperative development, to achieve the
transformation from an integrated optical product manufacturer
to a smart optical system solution provider. Furthermore,
the Group will keep a close eye on the development of the
enterprise consumption sector. It helps the Group to grasp the
business opportunities bred in changes in production modes
and industrial patterns, achieve breakthroughs in segment
markets and accomplish the transformation from an instrument
manufacturer to a system integrator. All these facilitate its
sustainable mid- to long-term development.

Continue to enhance management performance and facilitate
management innovation

The Group will continue to strengthen its managerial function,
improve its performance evaluation system, enhance its financial
management capability, further promote technological innovation
by focusing on “automation” and innovate its corporate culture
and management style. These will help the Group to adjust
and fully utilise its resources, so as to achieve a more flexible
management innovation. In the coming years, the Group will
continue to provide the global top-tier technology companies
with more products and services by leveraging on the broad
development prospect of the optoelectronic industry where the
Group has a strong presence and the excellent position in the
market as an optical expert, maintain innovation and uphold
the “Mingpeijiac” (8L A) strategy, thereby achieving corporate
growth and value enhancement to create returns for the
shareholders continuously.
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Other Information

Ht &

A.

PURCHASE, SALE OR REDEMPTION
OF THE COMPANY’S LISTED
SECURITIES

The Company is empowered by the applicable Companies
Law of the Cayman Islands and the Articles of the Association
to repurchase its own shares subject to certain restrictions
and the Board may only exercise this power on behalf of the
Company subject to any applicable requirements imposed from
time to time by the Stock Exchange. There was no purchase,
sale, redemption or writing-off by the Company or any of its
subsidiaries with the exception of purchases by the trustee of
the Restricted Share Award Scheme, of the Company’s listed
shares during the six months ended 30 June 2016.

SHARE OPTION SCHEME

On 25 May 2007, the Company adopted the Share Option
Scheme for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the
Company. Eligible participants of the Scheme include, without
limitation, employees, Directors and shareholders of the Group.
Up to 30 June 2016, no share option has been granted or
agreed to be granted to any person or exercised by any person
under the Scheme.

RESTRICTED SHARE AWARD
SCHEME

On 22 March 2010 (the “Adoption Date”), the Board has
adopted the Restricted Share Award Scheme. Pursuant to the
Restricted Share Award Scheme, the Directors, all employees,
senior staff, agents and consultants of the Company and its
subsidiaries are entitled to participate in this scheme. The
purpose of the Restricted Share Award Scheme is to assist the
Company in attracting new talents as well as motivating and
retaining its current staff. The Restricted Share Award Scheme
shall be effective from the Adoption Date and shall continue
in full force and effect for a term of 10 years and be managed
by its administrative committee and the trustee. Details of the
Restricted Share Award Scheme could be found in the Note 22
of the condensed consolidated financial statements.
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Pursuant to the Restricted Share Award Scheme, the Company
shall transfer cash to the trustee from time to time for the
acquisition of shares to be held upon trust for the benefits of the
selected participants. Shares granted to the selected participants
are subjected to restrictions and limitations and will become
unrestricted upon vesting at the end of each vesting period.
No shares shall be granted under the Restricted Share Award
Scheme if the number of shares granted at any time during the
Restricted Share Award Scheme period has exceeded 10%
of the 1,000,000,000 issued shares of the Company as at the
Adoption Date (i.e.,100,000,000 shares). Apart from the expenses
incurred by the trustee attributable to or payable in connection
with the vesting of the shares which shall be borne by the selected
participants, vested shares shall be transferred at no cost to the
selected participants.

The Restricted Share Award Scheme has been amended and
restated on 26 May 2015 pursuant to a Board resolution to change
(i) the vesting period under the scheme from three to five years
to two to five years; and (i) the circumstances when the shares
would lapse. For details of the amendments, please refer to the
announcement of the Company dated 26 May 2015.The purpose
of the amendments is to allow the Restricted Share Award Scheme
to offer better long-term incentive to the grantees.

For the six months ended 30 June 2016, details of movements
of the shares issued under the Restricted Share Award Scheme
were as follows:
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Fair value Number of shares
of each UL
share
(Note) Granted
SRBA 1 January 2016 during the  Vested during  Lapsed during 30 June 2016
Date of grant ZDONRE RIB-RE period the period the period RIE-RE Vesting period
RTEH (&) -B-8H RERE REREER REREN RAZTH HEH
HK$ &7
7 May 2010 1.637 - - - - From 6 May 2014 to
—Z2-ZFRA+H 6 May 2015
“E-MERARA
Z-2-RFHAKA
14 March 2011 2.67 - - - - From 13 March 2014 to
Z3-——F=R+MmA 13 March 2015
“Z-mE=A+=A
Z-2-R%-A+=H

RTERBRE (RE) ARAR
2ore 5
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Fair value Number of shares
of each LOEE]
share
(Note) Granted
SRBA 1 January 2016 during the Vested during  Lapsed during 30 June 2016
Date of grant ZOANE RZB-RE period the period the period RZB-~F Vesting period
eail=) (M) -B-8H REREL REREE REREN RAZTH HES
HKS 7%

18 August 2011 1.64 - - - - - From 17 August 2014 to
“T—F\AT/\H 17 August 2015
ZE-RENATEA

Z2-2-1%/\ATtA

14 March 2012 2.70 1,130,750 - (1,130,750 - - 13 March 2016
ZE-ZF=F+mA “Z-R"%=fA+=A
17 August 2012 3.08 1,889,050 - - - 1,889,050 From 16 August 2016 to
ZE-ZE\R+tA 16 August 2017
“T-RENATHA

EIE-EENATAE

21 December 2012 512 30,000 - - - 30,000 20 December 2016
“F-—#+-fA=1-H “E-RNET-A-1H
9 March 2013 8.10 1,082,500 - (541,250) - 541,250 8 March 2017
—“¥-=%=ANA “Z—+tF=AN\H
13 August 2013 8.69 2,157,250 - - - 2,157,250 From 12 August 2016 to
“2-=f)\R+=A 12 August 2017
ZE-~ENRTZHE

“2—tE\A+ZA

22 October 2013 7.79 - - - - - 21 October 2017
ZE-Z%tA-tzH N
11 March 2014 7.19 2,721,375 - (907,125) - 1,814,250 10 March 2018
i e ! “Z-\f=ATH
15 August 2014 9.74 5,251,800 - - - 5,251,800 From 14 August 2017 to
“Z-MENATEA 14 August 2018
“Z—+¥/\ATEA

223 \E\ATEA

21 October 2014 12.46 165,000 - - - 165,000 20 October 2018
ZE-NETA=T-H T \FTAZTH

Sunny Optical Technology (Group) Company Limited
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Fair value Number of shares
of each LOEE]
share
(Note) Granted
BRRA 1 January 2016 during the Vested during  Lapsed during 30 June 2016
Date of grant ZDARE RZB-RE period the period the period R-E-5<E Vesting period
rail=) (M) -B-8 REREL REREE REREN RAZTH HEE
HK$ B
9 March 2015 14.30 1,166,000 - (291,500) - 874,500 8 March 2019
“Z2-1F=ANA “Z-NE=A/\H
26 May 2015 17.28 2,060,772 - (1,022,364) (27,074) 1,011,334 25 May 2017
“E-RFRA=tRA “F—+FRf=thA
24 August 2015 12.26 1,561,000 - - - 1,561,000 23 August 2019
ZZ-RENAZTMA ZZ-RENAZT=A
15 November 2015 17.76 842,855 - (23,833) (8,610) 815,412 From 14 November 2017 to
“Z-RET-ATRA 14 November 2018
“E-tF+-A1+EA
E2E-\Ft-AtRA
15 April 2016 24.25 - 2,154,428 - (3,693) 2,150,735 14 April 2018
“E-XENATEA ZE-\FRATEA
20,058,352 2,154,428 (3,916,822) (34,377) 18,261,581
Note: B5E

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

Save as disclosed above, at no time during the period under

review was the Company or its subsidiaries a party to any

arrangement to enable the Directors or any of their spouses or

children under 18 years of age to acquire benefits by means of

the acquisition of shares in or debentures of the Company or

any other corporation.
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D.DISCLOSURE OF SUBSTANTIAL D.EERREZEE
SHAREHOLDERS

As of 30 June 2016, so far as the Directors are aware, the RZZE-—RFRA=+B BEEFHM T
following persons or institutions have beneficial interests FIALTHEBRERRBEEEDFESTIER S
or short positions in any shares or underlying shares of the EEE G ([FERBER]) EXVEEE
Company which would fall to be disclosed to the Company 2R3N HHMEARNARFEENRMD AR
under the provisions of Divisions 2 and 3 of Part XV of the AIABRNERERIAR  REER, K
Securities and Future Ordinance, Cap 571 of the Laws of Hong A RN ERIER TEARSE BT EA
Kong (“SFO”), or who is directly and/or indirectly interested in BB RRIRRAGREHNEMERIRANEE
10% or more of the nominal value of any class of share capital 10%3 A L

carrying rights to vote in all circumstances at general meetings
of any other members of the Group:

Approximate

Long/short Number of percentage of
Name position Type of interest share shareholding
B i,/ KR REER RO#E HRESEIL
Sun Xu Limited (“Sun Xu”) Long position Beneficial owner 421,460,060 38.42%
HBARRE ([5#1E]) e EREEA
Sun Ji Limited (“Sun Ji”) Long position Interest in a controlled corporation (Note 1) 421,460,060 38.42%
REARAR ([HE]) 55} RmzERR (1)
Mr. Wang Wenjian Long position Beneficial owner (Note 2) 1,347,713 0.12%
FXELE e ERBEAA (Mi:x2)
Long position Trustee and beneficiary of a trust (Note 3) 421,460,060 38.42%
e FEREXFARSHA (H53)
TMF Trust (HK) Limited Long position Trustee of a trust (Note 4) 421,460,060 38.42%
EREFARY (B8) BRRA 55) SREXEEA (Mi5ta)
Mr. Ye Liaoning Long position Beneficial owner (Note 5) 2,160,000 0.20%
EEELE e BB A (MizEs)
Long position Beneficiary of a trust (Note 6) 421,460,060 38.42%
e FREXEA (F5E6)
Mr. Sun Yang Long position Beneficial owner (Note 7) 2,160,000 0.20%
Bt e BRBEAA (MEE7)
Long position Beneficiary of a trust (Note 8) 421,460,060 38.42%
e FFREXEA (F5E8)
Mr. Wang Wenjie Long position Beneficial owner (Note 9) 1,465,535 0.13%
FXREE e BB A (M)
Long position Beneﬂoiary of a trust (Note 10) 421,460,060 38.42%
e EREREA (Fi10)

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016
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Approximate

Long/short Number of percentage of
Name position Type of interest share shareholding
% W/ %E BEER ROBE SREAEIL
JPMorgan Chase & Co. Long position Beneficial owner, investment manager and 64,593,596 5.89%

0E custodian-corporation (Note 11)

ERBEEA  RAKBRRENEE (1)

Short position Beneficial owner (Note 11) 1,451,223 0.13%

KE ExEEA (FE11)

Lending pool custodian-corporation (Note 11) 39,651,596 3.61%

AfERARG  REAEE (M)

Notes:

(1

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 by Sun Xu under the provisions of SFO.

Mr. Wang Wenjian is taken to be interested as a grantee of
1,347,713 shares granted under the Restricted Share Award
Scheme.

Mr. Wang Wenjian is one of the two trustees (together with TMF
Trust (HK) Limited) and one of the beneficiaries of the Sunny Group
Employee Offshore Trust. The Sunny Group Employee Offshore
Trust is a trust on the entire issued share capital of Sun Ji, which
owned 92.32% equity interest in Sun Xu, which in turn owns
38.42% of the issued share capital of the Company. Accordingly,
Mr. Wang Wenjian is deemed to be interested in 421,460,060
shares held by Sun Xu under the provisions of SFO.

As TMF Trust (HK) Limited is one of the two trustees (together
with Mr. Wang Wenjian) of the Sunny Group Employee Offshore
Trust, TMF Trust (HK) Limited is deemed to be interested in the
421,460,060 shares held by Sun Xu under the provisions of SFO.

Mr. Ye Liaoning is taken to be interested as a grantee of 2,160,000
shares granted under the Restricted Share Award Scheme.

Mr. Ye Liaoning is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 7.39% of the beneficial
interest. As a beneficiary of the trust, he is deemed to be interested
in all the equity interest that Sunny Group Employee Offshore 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.
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(7) Mr. Sun Yang is taken to be interested as a grantee of 2,160,000
shares granted under the Restricted Share Award Scheme.

(8) Mr. Sun Yang is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 1.40% of the beneficial
interest. As a beneficiary of the trust, he is deemed to be interested
in all the equity interest that Sunny Group Employee Offshore 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.

(9) Mr. Wang Wenjie is taken to be interested as a grantee of
1,467,535 shares granted under the Restricted Share Award

Scheme.

(10

Mr. Wang Wenjie is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 4.69% of the beneficial
interest. As a beneficiary of the trust, he is deemed to be interested
in all the equity interest that Sunny Group Employee Offshore 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. Wang
Wenijie is deemed to be interested in 421,460,060 shares under the
SFO.

(11) JPMorgan Chase & Co., through various subsidiaries, had an
interest in the shares of the Company, of which 2,351,000 shares
(long position) and 1,451,223 shares (short position) were held
in its capacity as beneficial owner, 22,591,000 shares (long
position) were held in its capacity as investment manager and
39,651,596 shares (long position) were held in its capacity as
custodian-corporation. These 64,593,596 shares (long position)
included the interests held in its capacity as beneficial owner,
investment manager and custodian corporation.

Save as disclosed above, as of 30 June 2016, none of the
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.

Sunny Optical Technology (Group) Company Limited
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E. DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS AND
SHORT POSITION IN SHARES

As of 30 June 2016, the interests and short positions of
the Directors and chief executive in the shares, underlying
shares and debentures of the Company or of any associated
corporations (with the meaning of Part XV of the SFO, as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies,
were as follows:
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Bfn REZRER SRR

Approximate

Name of Long/short Number of  percentage of
Name Corporation position Type of interest shares shareholding
% EEEB i/ %A ERER RHBE HRENEIL
Mr. Wang Wenjian The Company Long position Trustee and beneficiary of a trust (Note 1) 421,460,060 38.42%
IXERE AR7] e EREXEARZAA (1)
The Company Long position Beneficial owner (Note 2) 1,347,713 0.12%
YN 55) BRBEBA (iE2)
Mr. Ye Liaoning The Company Long position Beneficiary of a trust (Note 3) 421,460,060 38.42%
EEmLE PAUNE] 1A ErERmA (f153)
The Company Long position Beneficial owner (Note 4) 2,160,000 0.20%
YN 55) EaBEEA (HiTe)
Mr. Sun Yang The Company Long position Beneficiary of a trust (Note 5) 421,460,060 38.42%
Bt PAUNE] e FrEX@mA (Kis)
The Company Long position Beneficial owner (Note 6) 2,160,000 0.20%
YN 55) ExBEBA (H:26)
Mr. Wang Wenjie The Company Long position Beneficiary of a trust (Note 7) 421,460,060 38.42%
IXAREE N 55) FEERmEA (M7)
The Company Long position Beneficial owner (Note 8) 1,465,535 0.13%
ARF] 55} EnsEB A (H:E8)

BRTABRE (RE) ERARF
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Notes:

(M

Mr. Wang Wenijian is one of the two trustees (together with TMF
Trust (HK) Limited) and one of the beneficiaries of the Sunny Group
Employee Offshore Trust. The Sunny Group Employee Offshore
Trust is a trust on the entire issued share capital of Sun Ji, which
owned 92.32% equity interest in Sun Xu, which in turn owns
38.42% of the issued share capital of the Company. Accordingly,
Mr. Wang Wenjian is deemed to be interested in 421,460,060
shares under the SFO.

Mr. Wang Wenjian is taken to be interested as a grantee of
1,347,713 shares granted under the Restricted Share Award
Scheme.

Mr. Ye Liaoning is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 7.39% of the beneficial
interest. As a beneficiary of the trust, he is deemed to be interested
in all the equity interest that Sunny Group Employee Offshore Trust
owns under the SFO. Sun Ji owns 92.32% equity interest in Sun
Xu, which in turn owns 421,460,060 shares of the Company. As
a controlling shareholder, Sun Ji is deemed to be interested in all
the shares that Sun Xu owns under the SFO. Accordingly, Mr. Ye
Liaoning is deemed to be interested in 421,460,060 shares under
the SFO.

Mr. Ye Liaoning is taken to be interested as a grantee of 2,160,000
shares granted under the Restricted Share Award Scheme.

Mr. Sun Yang is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 1.40% of the beneficial
interest. As a beneficiary of the trust, he is deemed to be interested
in all the equity interest that Sunny Group Employee Offshore Trust
owns under the SFO. Sun Ji owns 92.32% equity interest in Sun
Xu, which in turn owns 421,460,060 shares of the Company. As
a controlling shareholder, Sun Ji is deemed to be interested in all
the shares that Sun Xu owns under the SFO. Accordingly, Mr. Sun
Yang is deemed to be interested in 421,460,060 shares under the
SFO.

Mr. Sun Yang is taken to be interested as a grantee of 2,160,000
shares granted under the Restricted Share Award Scheme.

Sunny Optical Technology (Group) Company Limited
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(7) Mr. Wang Wenjie is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 4.69% of the
beneficial interests. As a beneficiary of the trust, he is deemed to
be interested in all the equity interest that Sunny Group Employee
Offshore 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. Wang Wenjie is deemed to be interested in
421,460,060 shares under the SFO.

(8) Mr. Wang Wenjie is taken to be interested as a grantee of
1,465,535 shares granted under the Restricted Share Award
Scheme.

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 30 June 2016.

RISK MANAGEMENT, INTERNAL
CONTROL AND CORPORATE
GOVERNANCE

Code of Corporate Governance Practices

The Directors recognise the importance of incorporating
elements of good corporate governance in the management
of the Group so as to achieve effective accountability and to
maximise the shareholders’ benefits.

For the six months ended 30 June 2016, the Company complied
with all code provisions and adopted most of the recommended
best practices of the Code on Corporate Governance Practices
(“Corporate Governance Code”) contained in Appendix 14
to the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (“Listing Rule”).
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Internal Controls and Risk Management

The Board acknowledges the significance of establishing and
maintaining an effective system of internal control and risk
management. The Group has an internal audit department in
place which report to the management and the audit committee
of the Board. It reviews the systems of the Group, covering
all business units of the Group, from the operational, financial
and internal control perspectives. The Board considers that
the internal audit department has been staffed adequately in
terms of their qualification and experience, as well as provided
with adequate resources, training programs and budgets, so
as to implement the Group’s accounting and financial reporting
function.

To strengthen its risk management control, during the period
under review, the Group was in the process of setting up
an internal risk management committee to ensure that the
necessary procedures and systems would be in place to comply
with the relevant rules and requirements under the Corporate
Governance Code.

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. After having
made specific enquiry with regard to securities transactions 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 six-month
period ended 30 June 2016.

Sunny Optical Technology (Group) Company Limited
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Corporate Social Responsibilities

As the Group’s continuous efforts to perform its corporate
social responsibilities (“CSR”), the management of the Group
monitored the development, implementation and results of
the initiatives carried out by different departments of the
Group, in which the CSR objectives and environmental, social
and governance standards have been integrated into their
operations and activities.

During the period under review, regarding environmental
protection, the Group has observed relevant regulations
such as EU Restriction of Hazardous Substances (“RoHS”),
EU Regulation concerning the Registration, Evaluation,
Authorisation and Restriction of Chemicals (“REACH”) and
the halogen-free standard. The Group required suppliers to
provide the harmful substance test reports issued by third-party
laboratories and to sign the Group’s environmental warranty,
and conducted long-term quality monitoring and periodic
review over its suppliers. The Group set up a quality assurance
group to improve the safety and quality of its products, raised
the frequency and level of inspections at the beginning of
mass production, promptly followed up on product quality and
developed special testing equipment to carry out internal quality
control.

The Group constantly provides on-job education and training
for its employees to improve their knowledge and expertise.
For instance, the Group arranged the one-week orientation
program and six-month on-job training for fresh university
graduates, various class trainings and outward bound trainings
for R&D engineers and middle management member of the
manufacturing team, such as the Jiaoyang Program and Yulang
Program. In addition, the Group arranged its key staff at all
levels to attend engineering master, undergraduate or college
education, in order to improve their education levels.
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Other Information

Hib &R

G.

T

AUDIT COMMITTEE

The audit committee comprises of three independent
non-executive Directors, namely, Mr. Zhang Yuqing as
Committee Chairman, Mr. Feng Hua Jun and Mr. Shao Yang
Dong. The audit committee and the Company’s external auditors
have reviewed and discussed matters relating to auditing,
internal controls and financial statements, including a review of
the unaudited condensed consolidated financial statements for
the six months ended 30 June 2016.

INVESTOR RELATIONS AND
COMMUNICATIONS

The Company recognises the importance of the shareholders’
right to understand its businesses and prospects, and therefore
has always taken a proactive approach to communicate with
the investment community, including institutional investors and
retail investors. The Company has adopted a shareholders’
communication policy to formalise and facilitate the effective and
healthy communication between the Company, its shareholders
and other stakeholders. The policy is available on the website of
the Group.

Newsletter is sent to investors every month to improve the
Group’s transparency. Immediately after the annual results
announcement in March, the Company held a results
announcement presentation in Hong Kong and successively
participated in a couple of one-on-one meetings globally,
which included 1 post-results briefing, 1 reverse roadshow, 3
non-deal roadshows, and participated in 13 investors’ forums
and conferences in order to maintain close relationship with the
investors.

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

Sunny Optical Technology (Group) Company Limited
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Report on Review of Condensed Consolidated Financial Statements

TO THE BOARD OF DIRECTORS OF

SUNNY OPTICAL TECHNOLOGY (GROUP) COMPANY LIMITED
(incorporated in the Cayman Islands as an exempted company with
limited liability)

INTRODUCTION

We have reviewed the condensed 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 37 to 78, which comprise the condensed
consolidated statement of financial position as of 30 June 2016
and the related condensed consolidated statement of profit or loss
and other comprehensive income, statement of changes in equity
and statement of cash flows for the six-month period then ended,
and certain explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34”)
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”). The directors of the Company are responsible for
the preparation and presentation of these condensed consolidated
financial statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

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

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

15 August 2016

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGRSEER A2 EKRER

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

Six months ended 30 June
BEASA=1THILE~ER

2016 2015
—F-REF ik
NOTES RMB’000 RMB’000
B 5T AR%T AREETTT
(unaudited) (unaudited)
(REX) (REEFEZ)
Revenue WA 8 5,909,615 4,651,228
Cost of sales #5872 (4,921,633) (3,929,186)
Gross profit 7] 987,982 722,042
Other income H Atz 4 43,577 37,929
Other gains and losses £ fib i & 518 5 24,078 (3,422)
Selling and distribution expenses $8% & 7 #5FH (63,612) (43,776)
Research and development expenditure A 2% fd 2 (273,567) (236,736)
Administrative expenses 17 i 52 (147,419) (117,984)
Share of results of associates D EHE & N AIHEELE (9,945) (375)
Finance costs @& KA (8,609) (8,699)
Profit before tax BR7%t Al A1 552,485 348,979
Income tax expense FT5 715 5% 6 (87,497) (39,905)
Profit for the period 8§ A4 7l 7 464,988 309,074
Other comprehensive income (expense) Ett 2 mE Uz (BI%)
Items that may be reclassified subsequently to profit or loss:
HER B 7 EEBmr)EE
Exchange differences arising on translation of foreign operations
REBINEBTEANERZHE 7,964 (289)
Total comprehensive income for the period HiR2 Iz 4258 472,952 308,785
Profit (loss) for the period attributable to: fE/E 81 F (E518) -
Owners of the Company Zx A A% 3 465,274 307,650
Non-controlling interests 3F1 A% i (286) 1,424
464,988 309,074
Total comprehensive income attributable to:
EREE W SERE
Owners of the Company 22 a1f% & 469,347 307,388
Non-controlling interests JF1% f& # 25 3,605 1,397
472,952 308,785
Earnings per share - Basic (RMB cents) FRAEN - EX (ARED) 8 43.21 28.70
- Diluted (RMB cents) —#88 (ARED) 8 42.82 28.28

RERBHE (KE) BRAT
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Condensed Consolidated Statement of Financial Position

RS M B R &

AT 30 JUNE 2016 R=ZFE—NENA=+H

30 June 31 December

2016 2015
ARA=+H +ZH=1+—H
—E-RE —E—hF
NOTES RMB’000 RMB’000
hr=s AR¥ T ARBFIT
(unaudited) (audited)
(RE&EZ) (&FEZ)
NON-CURRENT ASSETS ¥k #HiE&E
Property, plant and equipment ¥ % - #2832 & 10(a) 1,275,377 1,140,809
Prepaid lease payments Fa1#H 4 10(c) 141,789 113,003
Investment properties & 2 10(b) 15,401 15,836
Intangible assets EF & & 3 6
Interests in associates FAHEE A 7] A2 13 100,495 110,440
Deferred tax assets iEiERIEHE & 7,792 5,700
Deposits paid for acquisition of property, plant and equipment
MUEEY R - MERREBEE IR E 11 180,405 137,043
Available-for-sale investments A {ft £ 1% & 12 67,672 67,672
Deposits paid for acquisition of a land use right
FUEE T AEE I IRe 15 27,741 27,741
Derivative financial assets $T4 % gl & & 16 - 947
1,816,675 1,619,197
CURRENT ASSETS HRB&E
Inventories 7 & 14 1,398,070 896,962
Trade and other receivables and prepayment & 5 & £ it & Uk 3578 & 78 1+ 7B 15 3,439,433 3,002,950
Prepaid lease payments Jaf# 4 10(c) 3,838 3,337
Derivative financial assets $T4 2 @& & 16 4,385 16,108
Financial assets designated as at fair value through profit or loss
BARBEr A BB e REE 17 1,363,141 1,708,270
Amounts due from related parties J& U Ba:E A + 718 24(c) 903 1,215
Pledged bank deposits B IFERITE K 18 187,093 129,559
Short term fixed deposits 2 BE Hi1F 7% 18 112,854 71,916
Bank balances and cash 817458 IR & 18 309,922 186,780
6,819,639 6,017,097
CURRENT LIABILITIES #RE8 & &
Trade and other payables & 5 & H it & {5 5018 19 3,612,534 2,914,402
Amounts due to related parties FE{TEdE A L5018 24(c) 2,759 3,114
Derivative financial liabilities $74 % gt & & 16 55,480 103,929
Tax payable FESHiIE 44,617 21,128
Borrowings & & 20 747,991 683,239
Deferred income — current portion &Y A — BIEAEE 5 25 22,031 13,609
4,485,412 3,739,421
NET CURRENT ASSETS HiEIEEFE 2,334,227 2,277,676
TOTAL ASSETS LESS CURRENT LIABILITIES A& ERREBEE 4,150,902 3,896,873

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Condensed Consolidated Statement of Financial Position

AR S M AR &R

AT 30 JUNE 2016 R=ZE—NFANA=+H

30 June 31 December
2016 2015
AA=+A t-A=t-8
—E-AF —F-hF
NOTES RMB’000 RMB’000
F 5T AR¥ T ARBFIT
(unaudited) (audited)
(RE&EZ) (&E:Z)

NON-CURRENT LIABILITIES kHi8&&
Deferred tax liabilities BT B E & 24,757 19,201
Derivative financial liabilities $74 & @i & (& 16 = 1,982
Other payable Hftt f& < 5UA 19 2,817 6,347
Deferred income — non-current portion #EIEW A — FEENEAEE 7 25 25,638 24,502
53,212 51,982
NET ASSETS ¥EFE 4,097,690 3,844,891

CAPITAL AND RESERVES B 7 K fi# 5

Share capital J&7x 21 105,177 105,177
Reserves f#& 3,975,472 3,725,806
Equity attributable to owners of the Company 78 22 &% 5 J& (h i 25 4,080,649 3,830,983
Non-controlling interests JF1Z % 25 17,041 13,908
TOTAL EQUITY #EZE 4,097,690 3,844,891

BRTRBRE (RE) ERAR
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Condensed Consolidated Statement of Changes in Equity

GRS EERER

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

Attributable to owners of the Company

ERARRER
Shares Share
Statutory Discretionary held under award Non-
Share Share Special ~ surplus surplus Other  share award scheme  Translation  Retained controlling
capital  premium  reserve  reserve reserve reserves scheme reserve reserve profits Total interests Total
RERH
EERS RiERs RETH  RE%R FER
e ROEE  HHEE % % EbRE KENRG  HEERE BERE  REEW &t 5 Eh
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000 ~ RMB'000  RMB'O00  RMB'000  RMB'000
ARETL ARETR ARBTR ARETR ARETR ARETR  ARETR ARMTR  ARETT  ARBTR ARBTR ARETR ARETR
(Note ¢) (Note ¢) (Note b)
(Htzke) (Htske) (Pz#b)
At 1 January 2015 (audited)
R=E-1%-A-A (HEK) 105,177 873036 152,568 31,008 916 198,839 (139,321) 22,064 1,346 2,002,069 3,247,697 2898 3,250,590
Profit for the period
et = - - - - - - - - 307,650 307,650 1,424 309,074
Exchange difference arising on translation
HERELNEREE - - - - - - - - (262) - (262) @) (289)
Total comprehensive (expense) income
for the period
BR2E (%) haleE - - - - - - = = (262 307650 307,388 1397 308,785
Purchase of shares under share
award scheme
RERN REi HEERD - - - - - - (15,698) - = S (15,698) - (15,698)
Recognition of equity-settled
share-based payments
B B £ ERARAMEE = = - - - - - 27,666 - - 27,666 - 27,666
Shares vested under share award scheme
RERGEETHZENRR - - = = = - 10,668 (10,753) - 85 - - -
Dividends received under share
award scheme
RIER G REEMRNRS = = = - - - - - - 3645 3645 - 3,645
Payment of dividends (Note 9)
RERE (Mi9) - (170039) - - - - - - - - (170,035 - (170,035
Dividend declared to non-controlling interest
ERTHERERNRSE = = = = = - - - - - - (735) (735)
Appropriations £ = - - - - 47,940 - - - (47,940) - - -
At 30 June 2015 (unaudited)
RZE-RENA=TA (REEH) 105,177 703001 152,568 31,008 916 246,779 (144,351) 38977 1,084 2265500 3,400,663 3555 3404218
Proft for the period B - - = = = - - - - 453,982 453,982 465 454,447
Exchange differences arising on translation
HEREANENZE = = - - - - - - 617 - 617 354 971
Total comprehensive income for the period
BR2EhEEE S = - - = = = = 617 453,982 454,599 819 455,418
Purchase of shares under share
award scheme
RER G B EEERD - - - - - - (85,072) - - - (55,072) = (5,072)
Recognition of equity-settled
share-based payments
BANEREERAS TR - - - - - - - 32,552 - - 32,552 - 32,552
Shares vested under share award scheme
RERN £Bi HBBHRG - - - - - - 42,22 (36,835) = (5,387) - = =
Capital contribution from non-controlling
interests FERERTE - - - - - - - - - - - 9,657 9,657
Deemed acquisition of addition
non-controling interests (Note a)
RIENBEN R RES (ita) - - (1,759) - - - - - - - (1,759) (123) (1,882)
Appropriations & - - - - - (2,804) - - - 2,804 - - -

Sunny Optical Technology (Group) Company Limited

INTERIM REPORT 2016



Condensed Consolidated Statement of Changes in Equity

AR SRR ER

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

Attributable to owners of the Company

FAARRER
Shares Share
Statutory Discretionary held under award Non-
Share Share Special surplus surplus Other  share award scheme  Translation  Retained controlling
capital  premium  reserve reserve reserve reserves scheme reserve reserve profits Total interests Total
RERH
EERS Kisas BEHE  ROED FER
Ra ROEE  BHEE 1 R ARG KENRG  HEEE RERE  REEA Eh B3 Eh
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETR ARETT  ARETR  ARETR ARETT  ARETT  ARETR ARETR ARETR  ARETR  ARETR
(Note ¢) (Note ¢) (Note b)
(Htske) (Htzke) (W)

At 31 December 2015 (audited)

RZE-R%+ZA=1-H (B%H) 106,177 703,001 150,809 31,003 916 243975 (157,201) 34,694 1,701 2716908 3,830,983 13,908 3,844,891

Profit loss) for the period A% (&i8) - - - - - - - - - 465014 465214 (286) 464,088

Exchange difference arising on translation

BERELNELZE - - - - - - - - 4,073 - 4,073 3,801 7,064

Total comprehensive income for the period

Bn2AhaEE - = - - - - - - 4,073 465,274 469,347 3,605 472,952

Purchase of shares under share

award scheme
RERNREHBERD - - o o - - (34,558) - - - (34,558) - (34,558)
Recognition of equity-settled

share-based payments
R EREERAR TR - - - - - - - 39,227 - - 39,207 - 39,207
Shares vested under share

award scheme

RERGEETHZENRR - - - - - - 28,022 (27,884) - (138) - - -

Dividends received under share award scheme

RERGEETEANRNRE = - - - - - - - - 3,354 3,354 - 3,354

Dividends paid (Note 9)

BfifRE (Rio) - (228,176) - - - - - - - - (228176) - (228176)

Deemed acquisition of addition

non-controlling interests (Note a)

ReEWEBNERRES (Mita) - - 412 - - - - - - - 472 (472) °

Appropriations & - - - - - 34,704 - - - (34,704) - - -

At 30 June 2016 (unaudited)

RZE-A~E/AZ1A (KEEHR) 105177 474,825 151,281 31,003 916 278,679 (163,737) 46,037 5774 3,150,694 4,080,649 17,00 4,097,690

Note a: The amount represented the adjustment of non-controlling  Fizfa : ZFIEERIEREN B QR BEIMER M IEL
interests in respect of deemed acquisition of additional interests in B FEIERR IR TR o
subsidiaries.

Note b: Other reserves represent enterprise expansion fund and reserve  Fiztb : EMFEHECERERESKEES - ZEHE
fund. These reserves are non-distributable and the transfer to these TAIAESIK - MEREZERENRIEZER
reserves are determined by the board of directors of the People’s FEARAEMBE ((RE]) MEBRARNESE
Republic of China (the “PRC”) subsidiaries in accordance with the BEERAAETE  EMFEHEATARBELF
Articles of Association. Other reserves can be used to make up EBEiERERARARPENEARNEEINE
for previous year’s losses or convert into additional capital of the PN
Company’s PRC subsidiaries.

Note c: The statutory surplus reserve and discretionary surplus reserve are  Mizkc: EERHBEFBELRWBERBFEHTAIAED K -

non-distributable and the transfer to these reserves is determined
by the board of directors of subsidiaries established in the 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.
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Condensed Consolidated Statement of Cash Flows

BRAGEREREHREK

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &%= —ZE— NE XA =1+Hi1~1EA

Six months ended 30 June
BEANA=1tHILXEA

2016 2015
ZE-RF —E—hF
RMB’000 RMB’000
ARBTT AREFTT
(unaudited) (unaudited)
(RBEZ) (R EZ)
OPERATING ACTIVITIES #& & 5 &)
Profit before tax K& i A 5
Adjustments for: % : 552,485 348,979
Depreciation for property, plant and equipment #3 « e MR EHITE 140,472 124,765
Gain on changes in fair value of derivative financial instruments, net
TTEERIARNAEEFNE @ FHE (37,711) (2,320)
Expense recognised in respect of share award scheme
SRR {0 2R BT &l i #E R BV ST 39,227 27,666
Interest income from financial assets designated at fair value
through profit or loss
REBAREFABENESHEENFTEUWA (25,866) (14,286)
Operating cash flows before movements in working capital
HEEEPINKLRIRE 668,607 484,804
Increase in inventories & &1 N (512,182) (235,624)
Increase in trade and other receivables and prepayment
B 5 N HoAh e W kIR K TR A SRIE B AN (439,530) (233,852)
Increase in trade and other payables & 5 K H fth FE{~ ZUIEIE AN 692,196 944,705
Income taxes paid &1 FT5 % ZI8 (60,545) (15,030)
Other operating activities Hth 48 & /% &) 41,443 15,231
NET CASH FROM OPERATING ACTIVITIES & &EB A5 & F 5 389,989 960,234
INVESTING ACTIVITIES & &)
Placement of pledged bank deposits 77 #1717 (58,812) (303,165)
Release of pledged bank deposits fi#f 2 IR 17173 1,278 154,392
Placement of short term fixed deposits 1775 8 & Hi7F 5% (97,854) (176,724)
Withdrawal of short term fixed deposits $2EUAE B F Bi1F X 56,916 122,790
Purchases of financial assets designated as at fair value through profit or loss
WEZRAR B ABENSRIEE (10,006,791) (5,659,390)
Release of financial assets designated as at fair value through profit or loss
BREAREFABENEREE 10,351,920 5,208,349
Receipt of interest arising from financial assets designated as at fair value through
profit or loss WEUZ AR B A BTSN SRIEEEENTE 25,866 14,286
Purchases of property, plant and equipment f& B %% - #22  & & (173,487) (84,340)
Acquisition of a land use right 4 & 4 b 3 F3 4 (30,897) -
Deposit paid for acquisition of property, plant and equipment
BB BBRRBEEDINONES (149,023) (76,000)
Acquisition of available-for-sale investments YgB& A] it £ £ & - (15,393)
Other investing activities E % & & &) 9,381 6,281

Sunny Optical Technology (Group) Company Limited
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Condensed Consolidated Statement of Cash Flows

FRAGERERE®RRK

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

Six months ended 30 June
BEZEA~SA=1THIEAER

2016 2015
—E—RF —T—hHF
RMB’000 RMB’000
AR¥ TR AREET T
(unaudited) (unaudited)
(REEZR) (REEZ)
NET CASH USED IN INVESTING ACTIVITIES & &GS FTREIR & /F58 (71,503) (808,914)
FINANCING ACTIVITIES @t & & &)
New bank borrowings raised #TigR{TEE 328,304 290,775
Repayment of borrowings (&5 & (263,552) (135,027)
Purchase of shares under share award scheme 1818 i 17 22Eh =+ 2188 B A% {5 (34,558) (15,698)
Dividends paid 211 & (228,176) (170,0835)
Other financing activities H g1 & EE) (5,255) (5,789)
NET CASH USED IN FINANCING ACTIVITIES @t & &8N FiFEIR & % 5 (203,237) (35,774)
NET INCREASE IN CASH AND CASH EQUIVALENTS
RERRSFEIREBGINFEE 115,249 115,546
CASH AND CASH EQUIVALENTS AT 1 JANUARY W—A—HH RS MBS EEIER 186,780 504,600
Effect of foreign exchange rate changes [f 2 & &) 1 57 £ 7,893 (197)
CASH AND CASH EQUIVALENTS AT 30 JUNE,
represented by bank balances and cash
RAA=Z+TH®ReRASEEIER  RITEHEES 309,922 619,949

BRTRBRE (RE) ERAR

2016 RS 43



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

1.

BASIS OF PRESENTATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments, which are measured at fair values, as appropriate.

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2016 are
the same as those followed in the preparation of the Group’s
annual financial statements for the year ended 31 December
2015.

Application of amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”)

In the current interim period, the Group has applied, for the
first time, the following new amendments to HKFRSs issued by
the HKICPA that are relevant for the preparation of the Group’s
condensed consolidated financial statements.

Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 and  Clarification of Acceptable Methods of
HKAS 38 Depreciation and Amortisation
Amendments to HKFRSs Annual Improvements to HKFRSs 2012 - 2014 Cycle

The directors of the Company anticipate that the application of
the above amendments to HKFRSs in the current interim period
has had no material effect on the amounts reported in these
condensed consolidated financial statements and/or disclosures
set out in these condensed consolidated financial statements.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

3. SEGMENT INFORMATION 3. 7EPER
Information reported to the Board of Directors, being the chief BEBRIEAPBERRIEmMAESS (BlE
operating decision maker, for the purpose of resource allocation BEERETE) I2HOER - BIERTNH
and assessment of segment performance focuses on types Em2iEr BHEEEECEERTRE
of goods delivered because the management has chosen ZER #ﬂ%&$%@ RERAEBNA RE
to organise the Group among different major products. No DEE FEZBRFEEMSINEED I
operating segments identified by chief operating decision maker WELEET ©
have been aggregated in arriving at the reportable segments of
the Group.
Specifically, the Group’s operating segments under HKFRS 8 TCH - BIEE BB RE LR FELE [LiB S
Operating Segments are as follows: 2 REBREES LT ¢
1. Optical Components 1. RETH
2. Optoelectronic Products 2. XEEMm
3. Optical Instruments 3. HEEES
The following is an analysis of the Group’s revenue, results, total AREBIRZE R A HRE D %IJ DEUE A -
assets and total liabilities by operating and reportable segments: B REERBEBESTOT
For the six months ended 30 June 2016 BE-E—A"EXRA=THLXEA
Optical Optoelectronic Optical Segments’
Components Products Instruments total  Eliminations Total
RBEH XEER *EREE ik x ] Eis BE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR®T R AR®TR ARBT T ARBT T ARBT R ARBTR
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

(REER) (REER) (REER) (REER) (REER) (REER)

Revenue KA

External sales M EfsHE 1,291,014 4,505,468 113,133 5,909,615 - 5,909,615
Inter-segment sales 73 58 H & 152,669 1,855 947 155,471 (155,471) =
Total 4858 1,443,683 4,507,323 114,080 6,065,086 (155,471) 5,909,615
Segment profit (loss) 2 25EF (E1E) 361,688 200,398 (4,885) 557,201 - 577,201
Share of results of associates

AEHENREE (9,945)
Unallocated income &2 EIA 37,711
Unallocated expenses &7 Bl s (32,482)

Profit before tax [ A1) 7 552,485

RTRBRE (RE) FRAR
2016 FHIHwE



Notes to the Condensed Consolidated Financial Statements

B AR S B B R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &%= —ZE— NE XA =1+Hi1~1EA

3. SEGMENT INFORMATION (CONTINUED) 3. 7#&® (&)

As at 30 June 2016 R-E—RFEXA=1+AH
Optical Optoelectronic Optical Segments’
Components Products Instruments total Unallocated Total
KBB4 HEEM FEERR D EPAARE R E B
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARETR AR®T T ARMT T ARBT ARBTR
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REEERZ) (REEERZ) (RBER) (REBER) (REBER) (REER)

Total assets & & 1,045,925 3,441,998 68,368 4,556,291 4,080,023 8,636,314

Total liabilities 2 & (& (369,974) (2,623,464) (30,703) (3,024,141) (1,514,483) (4,538,624)
For the six months ended 30 June 2015 HE—_ZE—REA=+HI~NEA

Optical Optoelectronic Optical Segments’

Components Products Instruments total Eliminations Total

KRBT B E SR RS 7 EBAEER 8 k=G

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREFT ARETT AREFT ARETT AREFT ARETT

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

(REER) (REER) (REEZ) (REER) (REER) (REER)

Revenue WA

External sales M E[$5 & 991,862 3,568,825 90,541 4,651,228 - 4,651,228
Inter-segment sales

D EPEHE 125,257 557 270 126,084 (126,084) =
Total 42%8 1,117,119 3,569,382 90,811 4,777,312 (126,084) 4,651,228
Segment profit 7 B4 F) 215,535 147,128 646 363,309 - 363,309
Share of results of associates

DIGEE N B EE (375)
Unallocated income

R BLA 2,320
Unallocated expenses

ROBLF X (16,275)
Profit before tax &3 5il & 7 348,979

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

3. SEGMENT INFORMATION (CONTINUED) 3. 7

As at 31 December 2015

BEH (&)

R-ZFE-—AF+=-A=1+—8H

Optical Optoelectronic Optical Segments’

Components Products Instruments total Unallocated Total
HETH HEEm F R ERE DEbERR RO Pkt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETFT ARETFT ARBTT ARBTT ARBTT ARETFT
(audited) (audited) (audited) (audited) (audited) (audited)

(BEZ) (BEZ)

(B&EZ) (B&EZ) (B&EZ) (B&EZ)

Total assets & E 961,865 2,702,545

66,676 3,731,086

3,905,208 7,636,294

Total liabilities 428 & (419,414) (2,071,581)

(44,445) (2,535,440) (1,255,963) (3,791,403)

Segment profit (loss) represents the profit (loss) earned by each
segment without allocation of central administration costs,
Directors’ salaries, certain other gains or losses, share of results
of associates, and finance costs. There were asymmetrical
allocations to operating segments because the Group allocates
interest income, depreciation and amortisation and gain on
disposal of property, plant and equipment to each segment
without allocating the related bank balances, depreciable assets
and the relevant financial instruments to those segments.
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.

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

e trade receivables, bill receivables and inventories are
allocated to the respective operating segments. All other
assets are unallocated assets, which are not regularly
reported to the Board of Directors.

e trade payables and note payables are allocated to the
respective operating segments. All other liabilities are
unallocated liabilities, which are not regularly reported to the
Board of Directors.

7 ERaE A (B 1R) 5 i & 20 BB A AR B A0 4 7
(BR) BEYEBLSPRITHKA  EF
e ATHEMKEHEER  2IEHE AR
%F&ﬁﬁﬁ$ EBENRRFEETHBED
i SEEARASEERHERA - FTER
%% ﬁ%%% HBERRBEBEEIELES
7 BB - WORA & D BB BLAAREIRTTAE#R
AHEBERZEOHNERSR TR - 1t
NRAERLERRERES UEERD L MR
HEHAREE -

DEEHELRITTEAR °

HRERDBRARED HESIERERME

- ESEBHE BUBERTEHS
SRR EESE - F AR A
PRAE ATETHAEEERER
SHE -

SERNFEARENEEONETEE
DE e MBEEMBAEBER/RD Hiﬁ%u
TeEHREFERE%XFAR

=
@
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Notes to the Condensed Consolidated Financial Statements

B AR S B B R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

4. OTHER INCOME 4, H s

Six months ended 30 June
BZEANA=1+HILXEAR

2016 2015
—E-RE —T—hEF
RMB’000 RMB’000
AR¥T ARETTT
(unaudited) (unaudited)

(REE®R) (REEZ)

Government grants (Note 25) BUF @ Bh& (Mf5E25) 9,069 13,985
Bank interest income $E77F| 2 YA 1,293 1,014
Interest income from short term fixed deposits %8 Hi5E B 17 2 A B U A 590 1,074
Interest income from pledged deposits = & 3H5R 1717 2 F 8 U A 596 1,202
Interest income from financial assets designated at FVTPL
BARBEFABEHNESBREENT BIRA 25,866 14,286
Income from sales of moulds $4& B AWK A 307 1,036
Income from sales of scrap materials $46 EFEHE A 1,032 1,235
Rental income and recharge of utilities & WA K AL EE T E 2,348 1,472
Others EAh 2,476 2,625
43,577 37,929
5. OTHER GAINS AND LOSSES 5. Hb = R E 18

Six months ended 30 June
BZEAA=1tHIEAEAR

2016 2015
—B-RF —E-ARF
RMB’000 RMB’000
AR®T ARBTT
(unaudited) (unaudited)

(REEK) (REEZ)

Net foreign exchange losses 9|\ E518 % 58 (10,903) (5,281)

Gain on disposal of property, plant and equipment H&E Y% - #22 & &k 317 328

Allowance for bad and doubtful debts on trade receivables, net

B 5 EMBGRIER RIZ R #F 58 (3,047) (789)

Gains on changes in fair value of derivative financial instruments, net

TESRIT AR EZ B KT 37,711 2,320
24,078 (8,422)

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

6. INCOME TAX EXPENSE 6. TBHAX

Six months ended 30 June
BEASA=1THILEAER

2016 2015
—B-KF —E—ARF
RMB’000 RMB’000
ARET T ARBTT
(unaudited) (unaudited)

(REEK) (REFEZ)

Current tax: ENEAR:IA :

— The People’s Republic of China (the “PRC”) Enterprise Income Tax
calculated at the prevailing tax rates ranged from 15% to 25%

— AN F15%E25% MR TH R+ E K

REARLME ([FE]) BEMER 84,034 34,504
Deferred tax: IEIEFLIA :
— Current period — ZA~Hifd 3,463 5,401
87,497 39,905
No provision for Hong Kong Profits Tax has been made in the F 1A 2N 5 (8 770 7 8] A o O X B EE AR B RR
condensed consolidated statement of profit or loss and other Taf WEPseBEskEMtErEkER
comprehensive income as the Group had no assessable profits BRI FEEBNESHER -

arising in Hong Kong for both periods.

7. PROFIT FOR THE PERIOD 7. &R

Six months ended 30 June

BZEANA=1THILXEAR

2016 2015
—B-RE —T—RF
RMB’000 RMB’000
AR¥T T ARBTT
(unaudited) (unaudited)

(REEK) (REEZ)

Profit for the period has been arrived at after charging (crediting):
HAmF e MR (GtA) THI%IE :

Auditor’s remuneration % £x6M BN & 1,149 1,173
Depreciation of property, plant and equipment #7% - # 2SN R HITE 140,472 124,765
Depreciation of investment properties % & ¥ 4T & 435 -
Release of prepaid lease payments 8170 & f2ER 1,610 1,610
Allowance for (reversal of allowance for) inventories

FEREE (BEREE) 11,074 6)

RTRBRE (RE) FRAR
2016 FHIHwE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

8. EARNINGS PER SHARE 8. BIRER
The calculation of basic and diluted earnings per share RRARRREGERERNREERFTIBE
attributable to the owners of the Company is based on the ATEEBE -

following data:

Six months ended 30 June
BEANA=1THILXEA

2016 2015
—E-RF —E—RF
RMB’000 RMB’000
ARBTT AR¥ETTT
(unaudited) (unaudited)
(REEEZ) (RE&EZ)
Earnings Z7%|
Earnings for the purposes of basic and diluted earnings per share
SAEBRERREERNE RN 465,274 307,650
Number of shares ’000 000
BRHEE TR T
Weighted average number of ordinary shares for the purpose of basic
earnings per share
SAEESRERRN R E B NE T8 1,076,711 1,071,917
Effect of dilutive potential ordinary shares — restricted shares
BEEESETERNTE — REIERSD 9,852 15,802
Weighted average number of ordinary shares for the purpose of diluted
earnings per share
SATESREE RN E R INE T8 1,086,563 1,087,719

Sunny Optical Technology (Group) Company Limited

INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

9. DIVIDENDS 9. lRE
Six months ended 30 June
BZEXRA=THLAXEA
2016 2015
—E-RF —T—hEF
RMB’000 RMB’000
ARBTT AR¥ETTT
(unaudited) (unaudited)
(REER) (RE&EZ)
Dividends recognised as distribution during the period:
HAHER B IKAALE
Final dividend paid in 2016 for 2015 of HK$24.90 cents per share,
approximately RMB20.80 cents per share (2015: HK$19.00 cents per
share for 2014, approximately RMB15.50 cents per share)
ZE-RFENZZ-RAFREBREEARR24.908(L -
HREBRARK20800 (ZE—H%F : ZT—MFERHARE
BA19.0081l - AFRARK15.505) 228,176 170,035
The Directors of the Company do not recommend the payment RAREZESEZINREBE_ZT—~F-A
of an interim dividend for the six months ended 30 June 2016 STHEERNEANFEHRE (ZE—RFMA

(the corresponding period of 2015: Nil). M) e

RTRBRE (RE) FRAR

2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

1I0.MOVEMENTS IN INVESTMENT 10.Xx&¥Y% - Y13 - #ES KRB
PROPERTIES, PROPERTY, PLANT RIS EE

AND EQUIPMENT AND PREPAID
LEASE PAYMENTS

(a) Property, plant and equipment

During the current interim period, the Group acquired
manufacturing equipment and incurred construction costs
for manufacturing plants of approximately RMB281,554,000
(the corresponding period of 2015: RMB141,879,000) in
order to upgrade its manufacturing capabilities.

In addition, the Group disposed of certain of its plants
and equipment with a carrying amount of approximately
RMB6,585,000 (the corresponding period of 2015:
RMB1,413,000), resulted in a gain of approximately
RMB317,000 (the corresponding period of 2015:
RMB328,000).

As at 30 June 2016, certain buildings of the Group
with aggregated net book value of approximately
RMB84,048,000 were pledged to secure bank borrowings
granted (Note 20).

(b) Investment properties

During the year ended 31 December 2015, the Group
had reclassified certain properties from property, plant
and equipment to investment properties and the carrying
value of the investment properties was amounted
to RMB15,836,000 as at 31 December 2015. During
the current interim period, a depreciation charge of
RMB435,000 (the corresponding period of 2015: nil)
was recognised in profit or loss and the carrying value of
investment properties was amounted to RMB15,401,000 as
at 30 June 2016.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

(a) ¥ - EER&RE

RAFEER  AEERRAEEER
N BELAERERELELEERERER
AR 49 A R #281,554,0007T (ZF —H
FEEHE : ARK141,879,0007T) °

oh AEBLHEREBEHARE
6,585,000 (ZZE—HFRH : AR
1,413,0007T) M5 TS R&EE - EE
W ARBES17,000T (—E—HER
H: AR¥328,0007T) °

RZE—RNFAA=ZTH AEEE@
FEAELNH ARS4,048,000H & T
BFAEREEMNRITEEM T LAKE
(Ff5E20) ©

(b) BEWME

REE-F-EET-A=t-ALF
B AREBETORENE BBR

BREBEHOEERAEME  WREERE
MER—_ZT—RFT+-_A=+—HHE
& B A R %15,836,0007T ° A A Hj
HE TERZRTERTEIHARYK
435,000t (ZE—AFRH: T) - W
ZEREWER_T—X<FA=1+8
HEEEE A AR15,401,0007T °



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

10.MOVEMENTS IN INVESTMENT
PROPERTIES, PROPERTY, PLANT
AND EQUIPMENT AND PREPAID
LEASE PAYMENTS (CONTINUED)

(c) Prepaid lease payments

1083 ~ Y13 - R RERE
URFAMNESHEE (&)

(c) ENES

30 June 31 December

2016 2015
ZEB-REF —ET—AhF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR%T T ARBT T
(unaudited) (audited)
(REER) (TEZ)
Analysed for reporting purpose as: B M = 1% N7l 947 -
Current assets R E E 3,838 3,337
Non-current assets JERENE &= 141,789 113,003
145,627 116,340

During the current interim period, the Group acquired a
piece of leasehold land located in the PRC amounting to
RMB30,897,000 (the corresponding period of 2015: nil).

As at 30 June 2016, certain lands of the Group
with aggregated net book value of approximately
RMB104,448,000 were pledged to secure bank borrowings
granted (Note 20).

RAFRHER - AEEEUWE SRR
FEMNAEL HESEAARK
30,897,0007C (ZZE—HER : &) o

RIZE—RNFENA=ZTH  AEEER
TREARFEA AR104,448,000T B9 &
F i B IR ABFAEENRITEE
(H$7E20) °

RFENBEE (£E) ARAF
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

11.DEPOSITS FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT

The deposits are paid for construction of factory buildings and
acquisition of plants and equipment located in the PRC for the
expansion of the Group’s production plant. The deposits will be
transferred to property, plant and equipment by batches by the
end of 2016 or 2017.

During the current interim period, the Group paid an amount
of approximately RMB149,023,000 (the corresponding period
of 2015: RMB76,000,000) as the deposits for acquisition of
property, plant and equipment and transferred an amount of
approximately RMB105,661,000 (the corresponding period of
2015: RMB54,7983,000) to property, plant and equipment.

M.BWEEYR - S RRBEXN

HiRE

R Bk B RS 12 T A R BB AL P B Y
Has Mk {%LM,\AEE&E })%%Eﬁﬁfiﬁﬂ’ﬂzz
T ARAREROIBR T —REFx=
TEFREREYE %ﬁ%&aﬂ% 2

AR EAEAR] - AEBBUEEYE - B KRR
HEXNHEESBH B ARE149,023,000
T(ZE—AFRH: AR ¥76,000,000
gL) - W& REA A A R105,661,0007T &
ReEBEmE WRERE (ZZ—AFH
1 AR¥54,793,0007T) °

12AVAILABLE-FOR-SALE INVESTMENTS 12 7#tHEKRE

30 June 31 December
2016 2015
—E-REF —T—hHF
AA=+HA +=ZA=+—H
RMB’000 RMB’000
AR%TR ARBTT
(unaudited) (audited)
(REEEZ) (Fe2z)
Unlisted equity securities & _F A% AN 55 67,672 67,672
As at 30 June 2016 and 31 December 2015, as all the RZE—ARFAA=ZTHERZZE—AF+=
investment represents less than 20% of attributable equity A=+—8 BRFmAEKREED E’\ZO%EI’HE

interest of the investees and that the Group has no controlling BHREEREEASEHEREHNRNE
power or significant influence over the management and the REEWEREGIERERZE N llilﬁxé

operation of the investees, the investments are classified as WHBABRARNAIHEERE

available-for-sale investments by the Group.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 #Z =%

—NENA=THIENEA

13.INTERESTS IN ASSOCIATES 13RI E QRN ER

30 June 31 December

2016 2015

—E-RE —T—hF

AA=+H +=—A=+—8H

RMB’000 RMB’000

ARMT T ARBTTT

(unaudited) (audited)

(REER) (s |iZ)

Cost of investment in unlisted associates FE M B & A B E A 134,907 134,907
Share of post-acquisition profit or loss and other comprehensive income or

expenses, net of dividends received

SMERBEBEREME2ERGEIFAS - RE WS (24,415) (14,470)

Impairment loss recognised &R EE 18 (9,997) (9,997)

100,495 110,440

As at 30 June 2016, the Group held approximately (i) 30.85% RZEBE-—RFRAA=ZTHB  XEEFELD

(81 December 2015: 30.85%) of ownership interests in Visiondigi
26% (31 December 2015:
26%) of ownership interests in Jiangsu Sunny Medical Equipments
Co., Ltd., (i) 27.47% (31 December 2015: 27.47%) of ownership
interests in Yuyao City Sunny Huitong Microcredit Co. Ltd., and (iv)
32.61% (31 December 2015: 32.61%) of ownership interests in
Wuxi Wissen Intelligent Sensing Technology Co., Ltd..

(Shanghai) Technology Co., Ltd., (ii)

()3085% —ET-—hF+=-A=+—H:
30.8 5%)t/im$2ﬁ$5$§zmﬁﬁﬂ GlziR:]

B - (i) 26%

—AEF A=t

B :26%) L& TF f%a%ﬂzﬁﬁﬁé@ AT
s (i) 27.47% (ZE—RF+-A=+—
H:27.47%) SRk MEBEFEBR/ NEERRK

AR ARIFTAEEZER(v) 32.61% (ZT—H
F+-HA=+—H:3261%) EHERS

BREMAERRRIAEERER -

14.INVENTORIES 14=FE
30 June 31 December
2016 2015
—~E —ET—hF
ANAB=+H +=—A=+—H
RMB’000 RMB’000
ARET T ARBFIT
(unaudited) (audited)
(RREZX) (EZ)
Raw materials R ¥} 283,222 229,185
Work in progress £ &L 155,992 47,850
Finished goods &% i 958,856 619,927
1,398,070 896,962

BTRBHE (E8) ARAR
2016 o HB4RE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

15.TRADE AND OTHER RECEIVABLES 15.B5 R E{fEWEE R FE{tEE

AND PREPAYMENT

30 June 31 December
2016 2015
—E-RF —T—hEF
ARA=+H +-HA=+—H
RMB’000 RMB’000
AR T AREET T
(unaudited) (audited)
(REEZ) (e ®iz)
Current assets REEE
Trade receivables & 5 & F1E 2,970,663 2,447,368
Less: allowance for doubtful debts J& : R BB # (7,658) (4,611)
2,963,005 2,442,757
Bill receivables FEUEIE 195,214 391,367
Other receivables and prepayment £ 4t & U 2518 & 8 (< 7008
Value added tax and other tax receivables J& U & & %3 & £ 4b fE I F 18 150,143 18,155
Individual income tax receivable from employees & & & & A FT155% 36,127 45,819
Advance payment to suppliers 24 & o5 X TH 41,141 39,380
Interest receivables &Y FI & 1,986 6,167
Prepaid expenses T8 F % 19,330 30,926
Rental and utilities deposits & M AFEEES 15,185 14,985
Others Hfth 17,302 13,394
281,214 168,826
Total trade and other receivables and prepayment
H 5 M E b EWGRIE R TE FIB 2% 3,439,433 3,002,950
Non-current asset ERBEE
Deposits paid for acquisition of a land use right (Note)
FUE T F AR RS (FE) 27,741 27,741

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

15.TRADE AND OTHER RECEIVABLES
AND PREPAYMENT (CONTINUED)

Note: During the year ended 31 December 2014, the Group acquired
a land use right at the public auction at a cash consideration of
RMB27,033,000 together with the stamp duty of RMB708,000
which has been paid by the Group and disclosed as the deposit
paid for acquisition of a land use right.

The Group allows a credit period from 60 to 90 days to its
trade customers and 90 to 180 days for bills receivables.
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, which approximated the
respective revenue recognition dates.

15.FB UL & 5 ARk [ HLA FEUR AR 2
BN (&)

FHEE -

REE-_ZT—NE+_A=1t—HILFE"
AEERBAMMBEWE L HMERE  Be
RAB B AR #27,033,0007T E R ENER AR
#708,0007C * ZEHRBEHAEELNM - I
WEARUEE T FEREE I NRE -

KEEGETESHEFPEOREOARNEER -
K fa T W EBEIOR E180KRHI(E E 8 o A
TRRBEHRENERR (BE MU EHE
REHRE) 250 E ZRYEGIE (HIBRE
) RRER DT o

30 June 31 December

2016 2015

—E—RF —E—RF

AA=+H +=—A=+—8H

RMB’000 RMB’000

AR¥TR ARBTTT

(unaudited) (audited)

(RBEZ) (&%)

Within 90 days 90K AR 2,894,400 2,401,786
91 to 180 days 91K E180K 64,602 40,146
Over 180 days 180KLA _E 4,003 825
2,963,005 2,442,757

RFENBEE (£E) ARAF
2016 FHEATRE



"%}I

Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

15.TRADE AND OTHER RECEIVABLES 15./fEUXE 5 RN % HAPEURBREN X

AND PREPAYMENT (CONTINUED) S CREREREED)
Ageing of bills receivables at the end of reporting period is as PR EERAEREZIRERER DT T -
follows:
30 June 31 December
2016 2015
—E—RF —E-HF
AA=tH +=—H=+—8H
RMB’000 RMB’000
ARET T ARBEFIT
(unaudited) (audited)
(RE&EX) (%)
Within 90 days 90 KA 171,794 287,129
91 to 180 days 91K E180K 23,420 104,238
Total #2%8 195,214 391,367
Movement in the allowance for doubtful debts: RERE A
30 June 31 December
2016 2015
—E-RF —E—AF
ANAB=+H +=—A=+—H
RMB’000 RMB’000
AR¥ T ARET T
(unaudited) (audited)
(REEEZR) (se®z)
Balance at beginning of the reporting period & i 145 64 4,611 5,953
Impairment losses recognised on receivables B 52 8 B F B EF B 3,773 3,702
Impairment losses reversed J& {E 518 # 2l (726) (5,044)
Balance at end of the reporting period i Hi 7R 44 & 7,658 4,611

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

16.DERIVATIVE FINANCIAL ASSETS AND 16 T4 SmEEREE

LIABILITIES
At the end of the reporting period, the Group held certain MNEEHR  AREBZEESETHOELIRAR
derivatives classified as financial instruments at fair value Bt \BE kAR P 2R EBNTES
through profit or loss and not under hedge account as follows: BTEAT :
Assets Liabilities
&= =Fi
30 June 31 December 30 June 31 December
2016 2015 2016 2015
—E—RE —E-RF —E—RE —E—RF
ANA=+H +=ZA=+—H AA=+H +ZA=+—8H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ET T AREFIT AR¥T T ARBFIT
(unaudited) (audited) (unaudited) (audited)
(REEZR) (gEZ) (REEZR) (Je|iz)
Current assets REIEE
Foreign currency forward contracts
REIINES K - 5,485 - 6,238
Foreign currency options contracts
HNE BT & 4V 4,385 10,623 55,480 97,691
Total %8 4,385 16,108 55,480 103,929
Non-current assets ERBEE
Foreign currency options contracts
SN ERRE S A - 947 - 1,932

HEKRBR (£E) BRAR
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

16.DERIVATIVE FINANCIAL ASSETS AND
LIABILITIES (CONTINUED)

As at 30 June 2016 and 31 December 2015, the Group had
entered into the following foreign currency forward contracts

16.5TECRMEEREE (&)

BE-_ZT— XX NA=+BR-ZE—HF+=-A=

T8 AEEEFTIZATERIMNES L RIMNEH

and foreign currency options contracts: Ay

Foreign currency forward contracts EENESY
Weighted
Selling Receiving average forward
currency currency Maturity date exchange rate
BEHEY® W E & BHA IR R A BE R
Contract A USD15,000,000 RMB92,700,000 10 March 2016 USD:RMB at 1:6.18
EHA 15,000,000%7L AR¥92,700,000t —ZE—X"F=A+H ZEZTZARY :1:6.18
Contract B RMB92,100,000 USD15,000,000 10 March 2016 USD:RMB at 1:6.14
548 AR¥92,100,0007T 15,000,000%7t —Z—~F=ZA+H FZTHARE:1.6.14

Both contract A and contract B had expired during the period
ended 30 June 2016.

Foreign currency options contracts

The Group entered into several USD/RMB foreign currency
options contracts with banks in Hong Kong and the PRC in
order to manage the Group’s currency risk.

The Group is required to transact with the banks for designated
notional amount on a series of valuation dates specified in the
respective contracts (“Valuation Date”).

At each Valuation Date, the Reference Rate* shall be compared
against the strike rates (upper and lower)/barrier rate as
specified in the respective contracts, and the Group may
receive from/pay to the relevant banks an amount as specified
in the contracts if certain conditions specified in the respective
contracts are met.

+ Reference Rate represents the spot rate as specified in the
respective contracts.

m Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

BHARBHBEUERBE T —R"FA
+ B BRI -

SNEHIES W

AEECEBERPENRITFILETET
RARENIINERESLD  NEEAKER
EEERE -

A EBRE A KR E B — R 51 B 5
(MEEESH) HEEE RS BRRSRTE
GETE

REBERY  2EEXAERQOMEE
B ITEEE R (ER R TR),PIGEX(Fi
B BEEBZAOMEEE THRENER
T AEBEAAABBRITERXNZEE
HFTEEMSE °
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

16.DERIVATIVE FINANCIAL ASSETS AND 1674 4REERERE (&)

LIABILITIES (CONTINUED)
Foreign currency options contracts (Continued)

Extracts of details of foreign currency options contracts from
the respective contracts are as follow:

SHEHESH ()

BAMMINEMES NOFFIEHENT

Total Strike/ Last

notional amount barrier rates Settlement Date

ERAR 766, PEER REFHEAH

USD’000 (Note)

EeFr (PREE)

Contract C 70,000 USD:RMB 18 January 2017
at 1:6.6/6.8

BHC 70,000 ETAARY —E—tF—-A+=H
1:6.6/6.8

Contract D 180,000 USD:RMB 15 December 2016
at 1:6.8

E#ID 180,000 ETHARK —E-RFE+ZA+EHAB
1:6.8

Contract E 195,000 USD:RMB 18 July 2017
at 1:6.185/6.4/6.5

BHIE 195,000 ETLHARE : —E—+FtA+=H
1:6.185/6.4/6.5

Contract F 195,000 USD:RMB 13 July 2017
at 1:6.4/6.5

B 4F 195,000 ETAARYK : —E—tFtAt+=H
1:6.4/6.5

Contract G 195,000 USD:RMB at 18 July 2017
1:6.4/6.5

BHG 195,000 ETHARE : —E—t+FtA+=H
1:6.4/6.5

RFENBEE (£E) ARAF
2016 FHEATRE
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Notes to the Condensed Consolidated Financial Statements
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FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

17.FINANCIAL ASSETS DESIGNATED AS
AT FAIR VALUE THROUGH PROFIT
OR LOSS

During the current interim period, the Group entered into several
contracts of structured deposits with banks. The structured
deposits contain embedded derivatives which were not closely
related to the host contracts. The entire combined contracts
have been designated as at financial assets at FVTPL on initial
recognition. All the structured deposits as at 30 June 2016
were not guaranteed by the relevant banks in which the return
of the structured deposits was determined by reference to the
performance of the underlying government debt instruments and
treasury notes and the expected return rate stated in the contracts
ranges from 1.80% to 4.10% (31 December 2015: 1.80% to
5.60%) per annum.

In the opinion of the Directors of the Company, the fair value
of the structured deposits at 30 June 2016 approximated their
principal amounts, and the fair value of the embedded derivatives
is insignificant. At the date the condensed consolidated financial
statements are authorised for issue, structured deposits with
carrying value of approximately RMB1,066,240,000 as at 30 June
2016 have been matured after the reporting period ended 30
June 2016 at their principal amounts together with returns which
approximated the expected return.

18.PLEDGED BANK DEPOSITS/SHORT
TERM FIXED DEPOSITS/BANK
BALANCES AND CASH

During the current interim period, bank balances, represent
saving accounts and deposits, carry interest at market saving
rates at 0.35% (31 December 2015: 0.35%) per annum, short
term fixed deposits carry fixed interest rates ranging from 1.29%
to 2.15% (31 December 2015: 1.82% to 5.00%) per annum and
pledged bank deposits carry interest rates ranging from 1.0% to
1.35% (31 December 2015: 1.0% to 1.35%) per annum. Short
term fixed deposits have original maturity dates less than one
year and therefore classified as current assets.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

18.2 E# ¢

T.EAREFAESNEHEE

RAFHEME - AREBERITERE TEE
MERELN ZEEBETREEHEEL
TEYEEORATETR - 2EEHELD
EYTHAREEERRANBEFABREDY
@Eﬁ/ﬁ@ °© %_7_/\ﬁ5/\ﬂ _+E| ’ Pﬁﬁ
ERUETHRAERBRITER o EHE
MFRE W DIREEERAES LA RE
EHFMRRET  GHPHBEHFRIRN
F1.80%£410% 2 H (ZE—RHF+=_A=
+—H :1.80%%25.60%) °

$“ﬂ%$m"\:”—ﬁ¢ﬁﬁz+a
BRUEFZINAABERELSHEE - RALT
AETANRAEBMTRE - REBRAGA Y
BRREXENER  R-T—RFR A=
+ B EREE L A R #1,066,240,0007T &) 415
HERNASERRRHKRAEAENKRED
REBEZE-_ZT-R"FRAA=TBHLEREHER
BH -

TER/ EHEH
FROROTEHRRAE

Wi

m$$%@ﬁ RITHBIERERP T

' $20.35% (ZE—RF+=-A=+—8:
Q%%)%ﬁ%%%ﬁ%iﬂ%ﬁ%-gﬁ
FEHTFRIEN T1.29%%E2.15% (ZF—AHF
+—A=4+—H:1.82%%5.00%) B E T
FHEFBREBEERBITFRENT1.0%E
1.35% (ZE—RAF+=ZA=+—HB: N TF
1.0%%E1.35%) HEFEFE - RHATH7F
*kJ?\QJ,HHElﬂ‘E’:\—i ﬁﬁ%ﬁ iﬁ}%/,wibﬁ
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

19.TRADE AND OTHER PAYABLES

The following is an aged analysis of trade and note payables
presented based on the invoice date at the end of the reporting
period.

19.8 5 R HENFIR

ATRRBERREREZERANE 5 RN
AR ENEEOREDIT

30 June 31 December
2016 2015
—E-RE —E-ARF
ANB=+H +=—A=+—H
RMB’000 RMB’000
ARET T ARETIT
(unaudited) (audited)
(REEZ) (#e&EZ)
Current liabilities KB & &
Trade payables & 5 &+ 71718
Within 90 days 90KAR 2,424,024 1,685,666
91 to 180 days 91 AE180K 251,976 166,341
Over 180 days 180K A + 11,188 6,125
Accrued purchases JfE=tix s 58 212,170 220,773
Total trade payables & 5 JE{f Z B 4258 2,899,358 2,078,905
Note payables J& {24
Within 90 days 90K AN 340,342 412,836
91 to 180 days 91 A= 180k 3,560 43,699
343,902 456,535
Other payables Hth &1+ 718
Payables for purchase of property, plant and equipment
BEWE MR RREEMEA 29,544 20,825
Payable for acquisition of assets (Note 1) UgfE & E B 718 (BizE1) 4,233 4,233
Staff salaries and welfare payables E{} 8 T #H ¢ REF| 188,120 199,099
Advances from customers & 5 2 28 50,121 29,580
Value added tax payables and other tax payables [& {38 (B K H b i (< 55 18 39,208 52,966
Technology grant payables (Note 2) FEf R B (KizE2) 11,081 9,405
Commission payables JEfH <& 8,233 10,576
Accrued research and development expenses J& 13551 52 18,384 18,352
Rental and utilities payable BTl & R AR SX£EH 3,754 9,848
Payable for acquisition of an associate Y i&H# % A~ &) f& {28 = 6,000
Others Hfit 16,596 18,078
369,274 378,962
3,612,534 2,914,402
Non-current liability JER B & &
Other payable b &~ F 8
Payable for acquisition of assets (Note 1) Ugf# & &= BT 78 (BisE1) 2,817 6,347

BTRBHE (E8) ARAR
2016 o HB4RE



Notes to the Condensed Consolidated Financial Statements
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FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

19.TRADE AND OTHER PAYABLES
(CONTINUED)

The credit period on purchases of goods is up to 180 days
(2015: 180 days) and the credit period for note payables is 90
days to 180 days (2015: 90 days to 180 days). The Group has
financial risk management policies in place to ensure that all
payables are settled within the credit time frame.

Note 1: The balance represents the unpaid cash consideration for the
acquisition of assets from Konica Minolta Optical Products
(Shanghai) Co., Ltd. which were unsecured and interest free.
According to the relevant agreements, the Group is required to
settle the purchase consideration in 5 yearly instalments, with
the last payment in 2018.

Note 2: Shanghai Sunny Hengping Scientific Instrument Co., Ltd.,
Ningbo Sunny Opotech Co. Ltd. and Sunny Group Limited
cooperated with several business partners to perform
development and research projects on hi-tech products. The
technology grant payables represent the government grants
received on behalf of other business parties.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

19.8 5 R HAENRKE (&)

EmERBNEENEZ /180K (ZE—H
F:180K) MENZEBEMNEER/IOKRE
180K (ZE—HF : 90RE180K) » K&
ECEmISAREIERE  ARRABE
NHRENMEERAA -

BI5ET: 5% &5 8 T 38 U2 B8Konica Minolta Optical
Products (Shanghai) Co., Ltd. ZEKIAR
MRERE  AEEREREE - RIEEHE R
#AEEESAFHEEBENRE  &E—
RNFERZE— \FEL -

M2 LERTEFHSESEEARAR - BERET
HEEEERATRAETERFRARES
TEBRHESERRSHIXMEROTER
B - BRI & R E AT 7 WA
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

20.BORROWINGS

During the current interim period, the Group obtained
new bank borrowings with amounts of approximately
RMB328,304,000 (the corresponding period of 2015:
RMB290,775,000). The proceeds were used to meet the
working capital requirement and acquisitions of property, plant
and equipment. Repayment of bank borrowings amounting to
approximately RMB263,552,000 (the corresponding period of
2015: RMB135,027,000) were made in line with the relevant
repayment terms.

As at 30 June 2016 and 31 December 2015, the borrowings
with a total amount of approximately RMB527,991,000 (31
December 2015: RMB442,001,000) were denominated in United
States Dollar. The Group’s borrowings carried fixed interest rate
with weighted average interest rate of 2.27% (31 December
2015: 2.52%) per annum.

As at 30 June 2016, borrowings amounted to RMB220,000,000
(31 December 2015: RMB220,000,000) are secured by certain
buildings and lands of the Group with aggregated carrying value
of approximately RMB188,496,000 (Note 10(a)).

21.SHARE CAPITAL

Issued share capital as at 30 June 2016 amounted
to HK$109,700,000 (equivalent to approximately
RMB105,177,000) with number of ordinary shares amounted to
1,097,000,000 of HK$0.1 each. There were no movements in
the issued share capital of the Company in the current interim
period.

fEE

AR AR - AEEEEHIGRITEERL
AR#328,304,000L (ZE—RFRH : A
R ¥290,775,0007T) - ZEHRIBRAEZEE
S RINEYE  BRERE - T~EBEEE
BITIEEH ARY263,552,0000t (Z T — A
FEHE: AR¥135,027,0007T) ' FAEH

yom + =+
BIIEF ©

Iz
Null

(11 4

- RNFAA=ZFTHEZZE—RHF+
+—H B8N AR%527,991,000
T(ZE—RAF+-A=+—8: AR
442,001,00070) KIfEENAETLETE - A5 H
B ER2.27% M MEFHEREHE (ZF
—AF+=—A=+—H:252%) °

RZE—AR"RFEANA=Z+H AR¥
220,000,000 (ZE—HAF+ZH=+—
A : AR¥220,000,0007T) HEE M AL
IRT{E4AE 4 A AR 188,406,000 TH & T
BFRLTHER (FEE100@) °

21. 187

RZBE-—REFRAZTHMEBRTRAR
/109,700,000 7T (18 T N 8 A K &
105,177,0007T) * 23 #%1,097,000,0008% & A%
EE0 A TH BB - RATHHE - AR
AIERITRAL EE ) -

RTRBRE (RE) FRAR
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Notes to the Condensed Consolidated Financial Statements
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FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

2 SHARE AWARD SCHEME

22 R tp SR =T &

The fair value of the Company’s restricted shares awarded
was determined based on the market values of the Company’s
shares at the grant dates.

Movements in the number of restricted shares granted and
related fair value are as follows:

ARB RO SRS DA ETREAR
REROREL BN TEEE -

BB R 8 BB RH BRI A A ER
gEm

Weighted
average fair No. of
value (per Restricted
share) Shares
TS BR i
ARE (BR) BB
HKD ('000)
BT (Fa%)
At 1 January 2015 (audited) R=ZZ—RHF—H—AH (KF%) 6.385 25,779
Lapsed B K&k 7.933 (423)
Vested T 538 5.517 (11,016)
Granted 2% H 15.527 5,718

At 31 December 2015 and 1 January 2016 (audited)

RZZE—RAF+-_A=+—AKR=Z—"F—F—A (EF%) 9.405 20,058
Lapsed 255K 18.074 (34)
Vested B 57/& 8.646 (3,917)
Granted (Note) E & (M) 24.200 2,154
As at 30 June 2016 (unaudited) R =Z—NFENA=Z+H (REEZ) 11.297 18,261

The equity-settled share-based payments expense charged
to profit or loss was approximately RMB39,227,000 for the
current interim period (the corresponding period of 2015:
RMB27,666,000).

E Sunny Optical Technology (Group) Company Limited

INTERIM REPORT 2016
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

22 SHARE AWARD SCHEME
(CONTINUED)

Note: The restricted shares granted during the current interim period
vest on every anniversary date of the grant date of each batch of
the restricted shares in tranches on the following scale:

Restricted shares FR %18 4

22 R 2@ E (4F)

Mzt RATHBMERDESMERNDRSHR
BB R B RS BIRATRES#E
R

Scale R

2,154,428 shares fi%

The fair value of the restricted shares granted is measured on
the basis of an observable market price.

One-half =9 27—

P R I MR 1D ) A R (B TD B TR AT B B Y
MIZERTE -

23.COMMITMENTS 2374

30 June 31 December
2016 2015
—E-REF —T—NhfF
AHA=+HR +-—RA=+—H
RMB’000 RMB’000
AR¥TR ARBTT
(unaudited) (audited)
(REEZ) (&%)

Capital expenditure in respect of acquisition of property, plant and equipment

contracted for but not provided in the condensed consolidated financial statements

EATRERNERGE B RRBEEHEEAREY X BB NRENELRHAX 79,490 126,263

RFENBEE (£E) ARAF
2016 FHEATRE



24.RELATED PARTY DISCLOSURES

(a) Names of and relationships with related parties during the

periods are as follows:

Name

#%

Principal activities

Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

24.FAEAN TIRE

(a) BAREEALEEREREALHNRER
LI

Relationship

B

Ningbo Sunny Electronic Limited
(“Ningbo SST")*
ERRTETERAT (ERBTHE)

Yuyao City Xingli Optics Instruments Factory
(“Xing””)*
ROk TS K B ER A ([ 8 )

Shanghai Shuangquan Scientific Instruments
Company Limited (“Shuangquan”)*
HEERMERRERAA ([£E))

B RTEMAR AR (‘Sunny Machinery’)*
BN FRFHERER AR ([FRFHR])

RUTBEXSBRRARAT ((BEXE))
BT REXSBERARAT ((BELS))

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

Manufacture and sale of
telescopes and riflescopes
EERHEDRGREESR

Manufacture and sale of parts
for optical instruments

FERBE B ERA

Distribution and sale of scientific

DHMHER B

Manufacture and sale of
telescopes and riflescopes
HKERHEDRGREESR

Manufacture and sale of parts
for optical instruments

HEREEAD

Company controlled by a close family
member of the Company'’s director
and ultimate controlling shareholder,
Mr. Wang Wenjian

ARBREFEREBERRR
EXEREERAEHARA

Company controlled by a close family
member of the Company’s director,
Mr. Ye Liaoning with significant
influence on the Group

ARREFERESLLE (HAKEAR
BERYE) LRAEHINAR

Company controlled by a close family
member of the shareholder of Shanghai
Sunny Hengping

CERERS S E S ik e ;NG

Company controlled by a close family
member of the Company’s director and
ultimate controlling shareholder,

Mr. Wang Wenjian

ARAREERFEERERR
E'€ Satasng st gt [:0fNC]

Company controlled by a close family
member of the Company’s director,
Mr. Ye Liaoning with significant influence
on the Group

ARREEERESLLE (HAKEAR
BEAYE) LRAEHINAR
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FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

24RELATED PARTY DISCLOSURES 24F8E A +IHE (&)

(CONTINUED)
Name Principal activities
% TEXK

*

Relationship

B

Jiangsu Sunny Medical Equipments Co., Ltd.
(“Jiangsu Medical”)*
T#HRFEREMERAR (NIHRTRE])

ERmaRRRESERAR ([52k])
ERmaRAREZERAA ([2F])

Wuxi Wissen Intelligent Sensing Technology
Co. Ltd. ( “Wissen” )*
EHRREREREMARAR ([#3R])

Movidius Ltd. ( “Movidius")
Movidius Ltd. ([Movidius])

electronic devices
REGETRE
- £ER
BB ENR B R

The English name is for identification purpose only.

Manufacture and sale of
medical instruments

FERHERRRES

Sale of electronic devices
HEETER

Research and development of
imaging motion sensors

B GESE XS

Developing, manufacturing
and marketing of mobile vision 785 [E — I8 7] i 4% E
technologies for wireless

*

An associate of the Group
AEEHERA

Company controlled by a close family
member of Company’ senior management,
Mr. Zhang Guoxian

ARARREEASR
REVE & AT R PTIEHIR E]

An associate of the Group

REER L QA

An available-for-sale investment of the Group

XA MEEHER -

RFENBEE (£E) ARAF m
2016 FHEATRE
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Notes to the Condensed Consolidated Financial Statements

B AR S B B R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

24RELATED PARTY DISCLOSURES 24BEATHE (&
(CONTINUED)

(b) Transactions with related parties

(b) HEAEANLRR S

Six months ended 30 June

BEANA=THLLAEA

2016 2015
—E-RF —T—hEF
RMB’000 RMB’000
AR®T T ARETTT
(unaudited) (unaudited)
(REEZ) (REgeEZ)
Sales of goods $HE&EE M
Ningbo SST )i 52 FRHY 184 349
B E 597 391
Shuangquan % & 329 383
Jiangsu Medical T &5 F 2 & 599 515
Wissen # 7k 150 =
1,859 1,638
Sales of raw materials & Rt %
SR - 330
Purchase of raw materials & B 41 ¥
=R 36 231
Movidius 84 —
B 3,974 3,690
Xingli 8237 - 3
4,094 3,924
Utilities and rental income 2 AE£RHEL KA
Wissen # R 523 -
Property rental and utilities expenses ¥ ¥R AHEE£% H
BB 119 =
Ningbo SST 228 22 FRHE 517 -
636 -
Gain (loss) on disposal of property, plant and equipment
HEYE  #ERREBERS (Fi8)
FEELE 618 (44)

All of the above transactions were entered into in
accordance with the terms agreed by the relevant parties.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016
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Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

24RELATED PARTY DISCLOSURES
(CONTINUED)

(c) Balances with related parties

At the end of the reporting period, the Group has the

4.FEANTIE ()

(c) EHEAE AN L 4ER

RBEHR AEEEBEEALHNEX

following significant balances with related parties: EERS
30 June 31 December
2016 2015
ZEB-RF —E-ARF
ANA=+H +=—A=+—H
RMB’000 RMB’000
ARET T ARBTT
(unaudited) (audited)
(REEZ) (geEZ)
Current assets: B EE :
Amounts due from related parties Ji& W F:E A + 718
Ningbo SST Z)K 5 FRHX 685 662
Shuangquan & 25 62
P v 208
Wissen #E 7R 186 288
903 1,215
Current liabilities: i E B & :
Amounts due to related parties & E3E A £+ 5018
SRELER 2,746 3,023
Ningbo SST %)% 52 FRHY - 23
SR 13 68
2,759 3,114

All of the above amounts are of a trade nature, unsecured,
interest free and repayable on demand.

FAENLBEYRESEE - BER -
2B BAREZREEE -

RFENBEE (£E) ARAF
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

24RELATED PARTY DISCLOSURES 24BEALTHE (&)
(CONTINUED)

(c) Balances with related parties (Continued) (c) EEEAEA 48R (18)
The following is an aged analysis of related parties’ balance ATRRBERRBEHIMHERRBEEA
of trade nature at the end of reporting period. THEBIERER DT

30 June 31 December

2016 2015
—E—RE —E—hF
ANA=+HB +-—A=+—8
RMB’000 RMB’000
ARETT ARBTIT
(unaudited) (audited)
(REEX) (E®|i%)
Current assets: Jn BN & -
Within 90 days 90K 903 1,215

30 June 31 December

2016 2015
=i —TRF
ANA=+H +=—H=+—H
RMB’000 RMB’000
AR¥T T ARBT T
(unaudited) (audited)
(REBER) (&%)
Current liabilities: g & 1& :

Within 90 days 90K A 2,759 3,114
The Group allows a credit period of 90 days to related REBK THEANTE S ERFKIAOKX
party trade receivables (31 December 2015: 90 days). The WEEH(ZE—hF+=-A=+—8:
average credit period on purchases of goods from related Q0K) - BEATEREBENFHEEH
parties is 90 days (31 December 2015; 90 days). RBIOKRK(ZE—ARF+T_A=+—8:

90K) °

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

24RELATED PARTY DISCLOSURES 24F8E A +IHE (&)
(CONTINUED)

(d) Compensation of key management personnel (d) EEEEAEEHMH

Six months ended 30 June
BEA~A=THILEXER

2016 2015

—E-AF —TRF

RMB’000 RMB’000

AR®T T ARBTTT

(unaudited) (unaudited)

(REEEZ) (REEFEZ)

Short-term benefits %5 HA4& 7| 5,202 3,970
Post-employment benefits BB 14 18 278 241
Share award scheme benefits i {7 82 B =+ 21138 7 4,397 2,216
9,877 6,427

25.DEFERRED INCOME 25 JEFEUR A

Six months ended 30 June
BEZEA~A=1THIE~ER

2016 2015
—E-RF —E—RF
RMB’000 RMB’000
ARBTT AR¥ETTT
(unaudited) (unaudited)
(REEEZ) (REEEZ)
Amounts credited to profit or loss during the period: BNt A 25448 ¢
Subsidies related to technology enhancement of production lines
A EE AR PR B 4R 3,625 3,570
Subsidies related to research and development of technology projects
T IE B A AL 4,162 7,164
Incentive subsidies #ZEh#H AL 1,282 3,251
9,069 13,985

HEKRBR (£E) BRAR
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

25.DEFERRED INCOME (CONTINUED) 25 EFEW A (58)

30 June 31 December
2016 2015
—E-KRE¥ —T—hHF
~NA=+H +t=—A=+—8H
RMB’000 RMB’000
AR¥T T ARBTT
(unaudited) (audited)
(REEEZX) (RER)
Deferred income related to government grants: BB £ BT A ¢
Subsidies related to technology enhancement of production lines
A BE AR PR B 4R 15,406 19,031
Subsidies related to research and development of technology projects
FMTIE B A ARG 32,263 19,080
Total #&85t 47,669 38,111
Less: current portion J& : BNEA#E (22,031) (13,609)
25,638 24,502

Non-current portion FEBNEAEE S

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

26.FAIR VALUE MEASUREMENT 26. A REFTE

Fair value of the Group’s financial assets and BREMEEDNAALABITENAEE
financial liabilities that are measured at fair SRIEENSESREENAAE
value on a recurring basis

Fair value Valuation technique and

Financial assets Fair value as at hierarchy key inputs
CREE RUTAHNAAE DAEER REERREERAHE

30 June 2016 31 December 2015

(unaudited) (audited)

—E-RF —T-hEF

XxA=+A +=A=+-"

(REER) (&EZ)
Financial assets Bank deposits in the Bank deposits in the Level 3 Discounted cash flows
designated as at fair PRC with non-closely PRC with non-closely = MIRBEIME
value through profit related embedded related embedded
or loss derivative: derivatives: Key unobservable inputs are:
BAREFABENEA RMB1,363,141,000 RMB1,708,270,000 (1) expected yields of debt
A& BETERRENGE  2STHEEmN® instruments invested by banks

ANTETEHHER  AHETANTER Note)

frigak : frFst (2) a discount rate that reflects the

ABRIE1,363,141,0007 - ASH1,708270,0007C credit risk of the banks (Note)

FETUBEHARE
(1) RITRBEEBTEMERKE
(B3E)
(2 RBARITEERRMALE X
(Pf%E)
Foreign currency forward Current derivative Current derivative Level 2 Discounted cash flows
contracts classified as financial assets: financial assets: B ARRERE
derivatives financial Nil RMB5,485,000
assets and liabilities MBITESREE : RBTEEREE: Key input:
PRRITESREERA T AR #5,485,0007T A discount rate that reflects the
R R HINES 4 credit risk of the banks
FTERABIE

RERFITEERBR AR X

Current derivative Current derivative

financial liabilities: Nil financial liabilities:

mErTESMAR%:  RMB6,238,000

z MBITEERMEE -
AR #6,238,0007T

RFENBEE (£E) ARAF
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

26.FAIR VALUE MEASUREMENT
(CONTINUED)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair
value on a recurring basis (Continued)

26. 2 REFTE (%)

REEUHEREIQAABFENETEER
TRHEEREHAEGENQIAE (F)

Fair value Valuation technique and

Financial assets Fair value as at hierarchy key inputs
STREE RUTHENARE DNREER HEERFEGAEN

30 June 2016 31 December 2015

(unaudited) (audited)

—E-XE —T-R%F

AHA=t+H +—A=+—H~

(RBER) (R&EZ)
Foreign currency options Current derivative Current and non- Level 2 Black-Scholes model
contracts classified as  financial assets: current derivative F-& BHR — FRHER

RMB4,385,000
RBITESREE -

financial assets:
RMB11,570,000

derivatives financial
assets and liabilities

NERITESRMEERA ARK4,385000T RBRIFRDITES
EGORINER T =) BEE :

AR#11,570,0007C

Current and non-
current derivative
financial liabilities:

Current derivative
financial liabilities:
RMB55,480,000

MEBTASREARE RMB99,623,000

AR®55,480,0007C BN RIEREITES
BEE:
AE#99,623,0007T

Note: The Directors of the Company consider that the impact of the
fluctuation in expected yields of the debt instruments and the
discount rate applied to the fair value of the structured deposits
was insignificant as the deposits have short maturities, and
therefore no sensitivity analysis is presented.

There is no transfer between level 1 and level 2 during the
period.

No gains or losses are recognised in profit or loss relating to
the change in fair value of structured deposits classified as
Level 3 in the current and prior period as the amount involved is
insignificant, and therefore no reconciliation of Level 3 fair value
measurements is presented.

Sunny Optical Technology (Group) Company Limited
INTERIM REPORT 2016

Key inputs:

(1) Volatility of the foreign
exchange rate

(2) A discount rate that reflects
the credit risk of the banks

TERARER
(1) EXKE:
(2) RBRFITEERRIRE

M ARBEFERE  ARFHREMARE &
% T AAEE AT AR R AR BB 0 4
BUTTNARELESATE  HtUE
ZIIGURE DT

MRS —MAE R HLEER -

R ATS M B RIEIL A EK - A HRE R B
EHRYERBRAERESELE RS
BUEFTFNAAREZSE BN REHEE
Httb 2N E =R DA EAENHER



Notes to the Condensed Consolidated Financial Statements

AR S T B R M EE

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F— N XA =+ HI1E~1EA

26FAIR VALUE MEASUREMENT
(CONTINUED)

Reconciliation of Level

26.2 fER

3 fair value
measurements of financial assets

Iim
i

TRMEENE=ZRDIAETENHIR

Financial
assets
designated
as at fair
value through
profit or loss

BARETA

EENEREE

RMB’000

ARBETIT

At 1 January 2015 A= —HF—A—H 374,946
Purchases & 5,659,390
Release fi&Bxr (5,208,349)
At 30 June 2015 R—ZE—REA=1H 825,987
At 1 January 2016 R—Z—~F—H—H 1,708,270
Purchases & & 10,006,791
Release kR (10,351,920)
At 30 June 2016 R—E—R"FNA=1+H 1,363,141

RFENBEE (£E) ARAF
2016 FHEATRE



Notes to the Condensed Consolidated Financial Statements

B4R S B R #R 2R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2016 &2 —F — N XA =+ H 118 A

26FAIR VALUE MEASUREMENT 2.2 RE

s
EI‘I:
i
i

(CONTINUED)

Fair value measurements and valuation
processes

The Board of Directors of the Company has set up a team,
which is headed up by the Chief Financial Officer of the
Company, to determine the appropriate valuation techniques
and inputs for fair value measurement.

In estimating the fair value of an asset or a liability, the Group
uses market-observable data to the extent it is available.
Where Level 1 inputs are not available, the team will assess
the valuation of financial instruments based on discounted
cash flow and will exercise their judgements based on their
experience to establish and determine the appropriate valuation
techniques and inputs to valuation model at the end of each
reporting period. The Chief Financial Officer reports the team’s
findings to the Board of Directors at the end of each reporting
period to explain the cause of fluctuations in the fair value of the
assets and liabilities.

Information about the valuation techniques and inputs used in
determining the fair value of various assets and liabilities are
disclosed above.

The Directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recognised in
the condensed consolidated financial statements approximate
their fair values.

Sunny Optical Technology (Group) Company Limited

INTERIM REPORT 2016

AREFERMGEBRE

ARAEFEERY —BEHEMBRESRE
MEE - AEEAABHEMANGERE
ERBABT ©

REHEEXRBEAAER  AREERD
LIRANABESE &V ES—REA
BEABAT  ZEBEBRELHRRSR
EfEERTANGE  THREEERE
HABAR S REMEREZLNEEHER
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