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COMPANY PROFILE
AEHE

Sunny Optical Technology (Group) Company Limited (the “Company”,
and together with its subsidiaries, the “Group”) (Stock Code: 2382) is a
leading integrated optical components and products manufacturer in
the People’s Republic of China (“PRC"). The Group is principally engaged
in the design, research, development, manufacturing of optical and
optical-related products, namely, optical components (such as glass/plastic
lenses, plates, prisms and various lens sets), optoelectronic products (such
as mobile phone camera modules and other optoelectronic modules),
and optical instruments (such as microscopes, surveying instruments and
other analytical instruments).

The Group operates two production bases in Yuyao, Zhejiang, PRC and
Zhongshan, Guangdong, PRC, respectively, and has a subsidiary and a
representative office strategically located in Japan and Korea, respectively,
where most end customers are located. The Group maintains close and
long term relationships and supplies optical products to globally renowned
brand names such as Panasonic, Samsung, Konica Minolta, Lenovo,
Olympus and Carl Zeiss. Its products are currently sold to over 40 countries
with 80 global customers and 20 provinces in the PRC with over 160
domestic customers.

As of 30 June 2007, the Group offers a comprehensive range of optical
products. With its strong design capabilities, manufacturing know-how
and efficient vertically-integrated production processes, the Group is one
of the few companies in the PRC that is capable of effectively integrating
optical, mechanical and electronic technologies with a large scale
production.

The Group's strategy is to act as a “Mingpeijiao” ("B A") or the key
supplier to renowned brands with mission to become the leading
integrated optical products manufacturer in the world. Its outstanding
quality has earned certifications from leading internationally recognized
customers. The Group's optical components were recognized by Olympus
and Samsung and it was accredited by Tianjin Samsung Opto-electronics
Co., Ltd as outstanding cooperating supplier in 2005 and 2006 and by
Lenovo Mobile Communication Technology Ltd. as an excellent supplier
in 2006.
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CORPORATE INFORMATION
NEER
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Principal Share Registrar and Transfer Office
Butterfield Fund Services (Cayman) Limited
Butterfield House, 68 Fort Street, PO. Box 705

George Town, Grand Cayman
Cayman Islands

Hong Kong Branch Share Registrar
and Transfer Office

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Listing Date & Stock Code
15 June 2007, Stock Code: 2382

Authorised Representatives
Mr LI Tyson Sandy Ying Lun
Ms LEE Suk Yee (HKICPA, AICPA)
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> Consolidated revenue amounted to RMB556.0 million, representing
an increase of approximately 43.6% over RMB387.3 million in the
corresponding period in last year.

> Profit attributable to equity holders of the Company amounted to
RMB102.1 million, representing an increase of approximately
174.5% over RMB37.2 million in the corresponding period in last
year.

> Basic earnings per share amounted to RMB12.30 cents,
representing an increase of approximately 57.3% over RMB7.82
cents in the corresponding period in last year.

TETEFFEFRAREAHARE
556.0B 87T b EFRBHNARK37.3H
BILEFA%43.6% °

T F FEFREBRARIREEE AN
MEANARE102. 188 T thEFREIL
ARMEI7 2B EIUIERA1745% ©

—ETHF PEFEERERBINBARE
12.307 L =EFRHHAREET 8255 EF4
57.3%¢

Six months ended 30 June
BEANAZTHIENEREE

2007 2006
RMB'000 RMB’'000 Changes
ARBT T ARETT B
Revenue & EEWA 555,950 387,251 43.6%
Profit before taxation %% AT 1l 107,250 72,992 46.9%
Profit for the period /%7 102,092 72,986 39.9%
Attributable to equity holders of the Company
BN ARRE 102,097 37,232 174.5%
Earnings per share
— Basic (RMB cents)
- GREF] — EX(ARES) 12.30 7.82 57.3%
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UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENT

REEZEBRERS IR

The board (the “Board”) of Directors (the “Directors”) of Sunny Optical
Technology (Group) Company Limited (“Sunny” or the “Company”) is
pleased to present the unaudited consolidated results of the Company
and its subsidiaries (collectively, the “Group”) for the six months ended
30 June 2007, along with the comparative figures for the corresponding
period in last year as follows:

UNAUDITED CONDENSED CONSOLIDATED
INCOME STATEMENT

T IERE (RE) BRAR ([52F R BRE] =

[ARA]) EER ([EFE]) MAEMALE
HE AR (A TAR[AEE]) BE—TTLF
NA=THIENEARRREEZSEE FEREF
FRIEILL B F AN T

AREZEHPGSERER

Six months ended 30 June

BEANA=+HL
7~{E B HA RS

2007 2006

—EFLHE —EEREF

R MB‘000 RMB'000

AR¥TT ARETTT

(unaudited) (unaudited)

(REBEZ) (REEZEZ)

Revenue A 555,950 387,251
Cost of sales $H%E A (406,004) (275,924)
Gross profit 7| 149,946 111,327
Other income HABKIA 28,454 4,483
Selling and distribution expenses 46 X 7 $4 2 (12,652) (7,743)
Research and development expenditure A2 & F (7,487) (3,122)
Administrative expenses 7T & i (49,060) (30,175)
Finance costs 8175 F (1,951) (1,778)
Profit before taxation i A7} 107,250 72,992
Income tax charge FT1SHiFIs (5,158) (6)
Profit for the period ZEA 7)) 102,092 72,986

Attributable to: 5B

Equity holders of the Company A &A% 102,097 37,232
Minority interests > EiA% B ks (5) 35,754
102,092 72,986

Dividends A% & - =
Earnings per share — Basic (RMB cents) &I ZF| — A (AR B : %) 12.30 7.82

Sunny Optical Technology (Group) Company Limited Interim Report 2007



UNAUDITED CONDENSED CONSOLIDATED

AEELERGESEEERR

BALANCE SHEET
As of As of
30 June 31 December
2007 2006
—EZLF TETRE
~A=1+H +—A=+—H
RMB'000 RMB'000
ARBFT AREFIT
(unaudited) (audited)
(RBEZ) (F&E%)
NON-CURRENT ASSETS iR BI & &
Property, plant and equipment 7% /= K 7% 334,836 301,890
Prepaid lease payments &N FHE 10,708 10,848
345,544 312,738
CURRENT ASSETS i 814 &
Inventories ¥ & 112,501 108,342
Trade and other receivables & 5 & H b FEU 518 259,615 202,127
Prepaid lease payments T&{SFHE K 271 271
Amounts due from related parties /&4 BiE% A +5k08 460 1,030
Pledged bank deposits B IFERTT1F K 1,265 609
Bank balances and cash $R1745 64 & 3R & 797,154 160,275
1,171,266 472,654
CURRENT LIABILITIES E 8 & f&
Trade and other payables 2 5 & H ft i <t 2UE 202,781 160,853
Dividends payable 1A% 2. - 236,009
Amounts due to related parties FE{EFHE A TZIB 2,654 33,648
Tax payable FEIF1I8 1,363 =
Bank borrowings — due within one year $E17{5 & — —FRZEIHA 147,724 =
354,522 430,510
NET CURRENT ASSETS ;3 814 & 816,744 42,144
TOTAL ASSETS LESS CURRENT LIABILITIES 42 & E R B & & 1,162,288 354,882
CAPITAL AND RESERVES & 7 F fi %
Share capital J&AS 97,520 101
Share premium and reserves A% 7R A& M (1 1,064,768 354,776
Equity attributable to equity holders of the Company $2EB A ali% R A 2E 1,162,288 354,877
Minority interests 2> 2% Rz - 5
1,162,288 354,882

REABRE (RE) BRAT —STLEFHES
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UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENT
REEXE RS B HRaR

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

REEGGRGESRRE DS

Equity attributable to the equity holders of the Company

Bx

BERLARRNESR
Reserves
L
Share
capital/ Statutory Discretionary Minority
Paid-in Share Special  reserves surplus Other  Retained Interests
capital  premium reseve  EEES reserve  reserves  earnings  Subtotal  ERE Total
BARE/BE  BHEE  HURE  iRRE RiE EbBE  REEN RN Bi @t
RVMB'0O0  RMB'0O0  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'00  RMB'000  RMB'000  RMB'000
ARETFT ARETT ARBTT ARETR ARETT ARETR ARETR ARETT ARETT ARETR
As of 1 January 2006 (audlted) 1200651518 (8£%31) 109,169 12,047 (36,682) 19,849 916 - 85,222 81,352 141,069 331,590
Profit for the period K372 - - - - - - 3723 31232 35,754 72,986
As of 30 June 2006 and 1 July 2006
#200656A30BR7A1R 109,169 12,047 (36,682) 19,849 916 - 12454 118584 176823 404576
Issue of share upon incorporation K 4 %11k (A 746 - - - - - - - - 746
Exchange of share upon group reorganisation EE B4R (109862) (59612 271528 - = = - M6 (102,054) =
Alotment of new shares EZTi 8 47565 - - - - - 47565 -3
Acquisition of 30%, 28%, 10%, 30.3% equity interest in
Sunny Optics (Zhongshan) Co., Ltd., Ningbo Sunny Opotech
Co., Ltd., Nanjing Sunny Optical Instruments Co., Ltd., and
Sunny Japan Co, Lid., respectively SEEFEFHIL RFHE
58 FRERRFETARS F1A30%28% * 10%R303% R = = = = = = = = (38630  (38630)
Disposal of a subsidiary {Hi & 727 = = = = = = = = (1.21) (1.277)
Capital contribution & - - - - - - - - 2,044 2,044
Profit for the period ZXEE7 = = - - - - 79,926 79,926 13,073 92,999
Dividend RS = = = - - - (103215 (103215 (49,974 (153,189)
Appropriations &7 - - - 11,154 - 2900 (40,224) - - =
Asof 1 January 2007 2007%1A1A 101 - 234846 31,003 916 29,070 58,941 354,776 5 354882
Capitalisation issue and division of shares
BRMBTAAK 71915 - (77,915) - - - - (77,915) - -
Issue of new shares E/737k 19504 725548 - - - - - IB58 - 508
Expenses relating to ssue of new shares Z{THRIEBER - (39739 - - - - - (3973 - (3973
Profit for the period 2K &3 - - - - - - 102097 102,097 (5) 102,09
As of 30 June 2007 #200746A30H 97520 685810 156,931 31,003 916 29070 161,038 1,064,768 - 1,162,288

Sunny Optical Technology (Group) Company Limited Interim Report 2007



UNAUDITED CONDENSED CONSOLIDATED
CASH FLOW STATEMENT

REEREHRGERE

mER

Six months ended 30 June

BEXNA=1+HL
7~ A HA RS
2007 2006
—EZLF TETRE
RMB'000 RMB'000
AR#Fx AREFIT
(unaudited) (unaudited)
(RBE) (REs=E=Z)
NET CASH GENERATED FROM OPERATING ACTIVITIES
RETEENE () RE$8E 104,982 159,398
INVESTING ACTIVITIES #2& i B
Purchase of property, plant and equipment B8 & ¥72 - [ 5 K 5% (68,025) (31,823)
Advances to related parties 7] B8 A =238 — (39,074)
Repayment of advances from related parties Bt A 1838 250 — 15,000
Other investing cash flows £ &R R E) 1,193 893
NET CASH USED IN INVESTING ACTIVITIES 2 & 5B TR &35 (66,832) (55,004)
FINANCING ACTIVITIES & i&E)
Dividend paid 2% & (236,009) (4,866)
Proceeds from issue of new shares 217 ¥ A% AT 1S B 745,053 —
New bank loans raised #T1&E1TE X 147,724 56,000
Repayment of bank loans {E&R1TE — (160,095)
Other financing cash flows EE@E R & R E) (58,039) (39,254)
NET CASH GENERATED FROM (USED IN) FINANCING ACTIVITIES
MEFBRE ) BREFH 598,729 (148,215)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
RERREEEEHEBEM (BY) 8 636,879 (43,821)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD
HUMREREEEEER 160,275 132,927
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD, represented by bank
balances and cash iXR & RN EEEWHEER TMRITERRRE 797,154 89,106

REABRE (RE) BRAT —STLEFHES
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
REEEXE AR IR ML

For the Six Months Ended 30 June 2007 #Z —ZFZT -+, A=+ H 1L 18 A 2R

A. BASIS OF PRESENTATION A —HEER

The Company is a limited company incorporated in the Cayman
Islands. The Company’s registered office is located at Codan Trust
Company (Cayman) Limited, Cricket Square, Hutchins Drive, PO
Box 2681 GT, George Town, Grand Cayman, British West Indies
and its place of business in Hong Kong is located at Suite 3403,
34th Floor, Two Exchange Square, 8 Connaught Place, Central,
Hong Kong. The Company is an investment holding company.

Pursuant to a group reorganisation (the “Group Reorganisation”)
to rationalise the group structure in preparation for the listing of
the Company’s shares on The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”), the Company became the ultimate holding
company, as set out in “History, Reorganisation and Group
Structure” in the prospectus issued by the Company, dated 4 June
2007 (the "Prospectus”). The Group resulting from the Group
Reorganisation is regarded as a restructure of enterprises under
common control. Accordingly, the unaudited condensed financial
statements of the Group have been prepared on the basis as if the
Company had always been the holding company of the Group.

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

1 O Sunny Optical Technology (Group) Company Limited Interim Report 2007
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SIGNIFICANT ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements have
been prepared on the historical cost basis. The accounting policies
adopted in the condensed consolidated financial statement are
consistent with those followed in the preparation of the
Accountants' Report as set out in Appendix | to the Prospectus.

In the current interim period, the Group has applied, for the first
time, new standard, amendment and interpretations (“new
HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), which are effective for the Group’s
financial year beginning 1 January 2007. The adoption of these
new HKFRSs had no material effect on the results or financial
position of the Group for the current or prior accounting periods.
Accordingly, no prior period adjustment has been recognised.

The Group has not early applied the following new or revised
standards or interpretations that have been issued but are not yet
effective. The Directors of the Company anticipate that the
application of these standards or interpretations will have no
material impact on the results and the financial position of the
Group.

HKAS 23 (Revised) Borrowing Costs'

HKFRS 8 Operating Segments'

HK(IFRIC)-INT 11 HKFRS 2 — Group and Treasury Share

Transactions?

HK(IFRIC)-INT 12 Service Concession Arrangements?

1 Effective for annual periods beginning on or after 1 January 2009.
2 Effective for annual periods beginning on or after 1 March 2007.
3 Effective for annual periods beginning on or after 1 January 2008.
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
ﬂif?‘(« *?ﬁﬁ EHH‘/T\ jﬁ%#&%ﬁﬂ-?

For the Six Months Ended 30 June 2007 & ZE =ZZ-+4F XA =+ H17518 A5

C. REVENUE AND SEGMENTAL INFORMATION C. AR ERER

Business segments (¥BoE

For management purposes, the Group has organised its business INERAB K NEED A= (B LET
operation into three segments, namely, optical components, - hBEEmR B RS E = HEBERAR
optoelectronic products and optical instruments. These segments SEBRmEMNEZE.

are the basis on which the Group reports its primary operating

information.

Six months ended 30 June

BEXNA=1HL
~EAR
2007 2006
—EFLHE —EERF
RMB’000 RMB’000
AR®TR ARETIT
Revenue Y\
— Optical components Yt &= {4 189,661 114,841
— Optoelectronic products ¢ & E i 307,206 211,999
— Optical instruments Y223 59,083 60,411
555,950 387,251
Segment results ¥ B EE
— Optical components Yt EZ {4 40,022 19,931
— Optoelectronic products Y& E i 47,334 37,527
— Optical instruments Y2238 15,098 16,689
102,454 74,147
Unallocated income A% B4 A 24,027 623
Unallocated expenses &7 fc 2 (17,280) =
Finance costs B4 752 FH (1,951) (1,778)
Profit before taxation %317/ 107,250 72,992
Income tax charge FT{S%{ & A (5,158) (6)
Profit for the period ZXHAF) ;B 102,092 72,986

1 2 Sunny Optical Technology (Group) Company Limited Interim Report 2007



D. OTHERINCOME D. Hftht
Six months ended 30 June
BHEAA=+AHLE
~EAR

2007 2006
—EELEE ZETRF
RMB’000 RMB'000
AR®FR AREFIT
Bank interests income R17HI B A 1,419 623
Interests income from share subscription (Note) sRBERXZ A B U A (Ff7E) 20,408 —
Government grants BT Bh & 5,139 521
Net gain on sales of scrap materials 56 BERHUL A SFEE 996 2,286
Others Efit 492 1,053
Total 48%8 28,454 4,483

Note: Interest income from share subscription represents deposit interest income
arising from the Company’s share application under the public offering which
took place in June 2007.

Mg MERAZZRERAERAR_FZTLFAAR
FIT LM RBRRE FRITITERZ A8

E. INCOME TAX CHARGE E. FTiE%
Six months ended 30 June
BEAA=+HL
~1E A
2007 2006
k=S =8 w3 ZEERF
RMB’000 RMB'000
ARMT T AREBTT
PRC enterprise income tax calculated at the prevailing tax rates

VA B RIS G E P 2 A R FAAB (R P1SH 5,158 6

REABRE (RE) BRAT —STLEFHES 1 3



NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

REEEXE AR IR ML

For the Six Months Ended 30 June 2007 & ZE =ZZ-+4F XA =+ H17518 A5

F. PROFIT FOR THE PERIOD F. ZAHEAFIHE
Six months ended 30 June
BZEZAA=+HLE
7~E A HE
2007 2006
Z_EFLHF —ETRE
RMB'000 RMB‘000
ARBTT AREFIT
Profit for the period has been arrived at after charging (crediting):
ZAERFEE BR GTA) T &8
Staff salaries and allowances 8 THIr& N E8, 65,398 45,495
Staff contribution to retirement benefit scheme & T H:R (K78 FET &I TR 5,181 2,962
Total staff costs & TRk A#2%a 70,579 48,457
Auditor’s remuneration #Z &Rl & 711 309
Depreciation of property, plant and equipment #7% = M 2 & T E 20,370 15,853
Listing expenses =T 16,623 —
Release of prepaid lease payments &1 8 & F a1 136 136
Allowances for inventories 17 &4 940 —
Foreign exchange losses YNEETIE /528 3,271 1,212
Gain on disposal of property, plant and equipment H&E#)%  BiE & & R & F (147) (44)

G. DIVIDENDS G.

The Directors do not recommend any interim dividend for the six
months ended 30 June 2007 (2006: nil).

H. BASIC EARNINGS PER SHARE H.

The calculation of the basic earnings per share for the six months
ended 30 June 2007 is based on the profit attributable to the
equity holders of the Company and the weighted average number
of 829,834,000 shares in issue. The weighted average number of
shares has been adjusted to reflect 1,000,000,000 shares in issue
which comprised 200,000,000 new shares issued to the public
and were listed on the Stock Exchange.

The calculation of the basic earnings per share for the six months
ended 30 June 2006 was based on the profit attributable to the
equity holders of the Company and the weighted average number
of 475,859,000 shares in issue.

1 4 Sunny Optical Technology (Group) Company Limited Interim Report 2007

% 2
EERATERRTARE—STLEAAS
+AEAEANFERE (CBEAF @) -

BEARFREF

HE_ZTHFA=1THIENERHER
% & A2 AR AN D B IR RE DA T R
£1829,834,0000% K 515 HETE HY © il L heE 7
BB T E BRI R EE BT RS
R ENR R T2 1,000,000,0008 %15
H AR B $EFTE£1T 2 200,000,0000% f% 17 °

BE-TTAFAAZTHEAEANESR
ERBFIRIREAR TR AR
2RV FIAEAR 8 A0 T 4% 8847 5,859,000
RRARE HAEE A



l. TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing an average credit period of 90
days to its trade customers. The following is an aged analysis of
trade receivables at the balance sheet dates:

B 5 & Hith BT EK

AEEREEFRHETFHI0RAIERH A
TREEBE S REERKIRKORE D
#r:

30 June 31 December
2007 2006
—EELE ZETRF
~A=1+H +—A=+—H
RMB’000 RMB'000
AR®FRT AREFIT

Trade receivables & 5 fEW X
Within 90 days 90 KA 185,585 133,788
91 to 180 days 91 180K 12,539 6,372
Over 180 days 180X £ 809 2,607
198,933 142,767

Note receivables fEUW Z1E

Within 90 days 90 KA 32,664 33,540
91 to 180 days 91 180K 7,670 6,100
40,334 39,640
Other receivables £ & UK 20,348 19,720
259,615 202,127

REABRE (RE) BRAT —STLEFHES 1 5



NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
REELERRE BRI

For the Six Months Ended 30 June 2007 & ZE =ZZ-+4F XA =+ H17518 A5

J. TRADE AND OTHER PAYABLES ). BESRHEMEMNK
The following is an aged analysis of trade and other payables at REEAERFEFPIRETHIORNEE
the balance sheet dates and the credit period taken for the trade H-UTARGE RE 5 R EAMERIED
purchases is typically within 90 days. MBS DA :
30 June 31 December
2007 2006
~A=+H +=A f‘f' =
RMB’000 RMB’000
AR¥FT ARETIT
Trade payables & 5 fE{} 51
Within 90 days 90KA 129,672 102,233
91 to 180 days 91 180K 6,081 4,338
Over 180 days 180K = 128 252
Total trade payables & 5 F& (< 5k 4258 135,881 106,823
Payables for purchase of property, plant and equipment
BEME WE &RERERNK 2,021 16,448
Accrued staff costs FERHE B KA 24,431 18,831
Advance from customers & P& 7 9,403 8,450
Value added tax payables and other tax payables
FERTISER R E A RS TR IR 160 482
Others E A 30,885 9,819
66,900 54,030
202,781 160,853
K. BANK BORROWINGS K. SRITHEE

During the six months ended 30 June 2007, the Group obtained
new bank loans of approximately RMB147.7 million. The proceeds
were mainly used for financing the operations of the Group.

The loans were subsequently repaid in July 2007.
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SHARE CAPITAL L BEA&
Number of shares Amount
B#wEE ESe ]
HK$
BIT
Authorised: J£5E :
Ordinary shares of HK$1 each as of 1 January 2007
R_EE+F— A —HESEAEEIETHEER 380,000 380,000
Sub-division of shares (note) 5 ZBI&{A (fizT) 3,420,000 =

Increased on 25 May 2007 (note)
RZZZLFH A= +HBFEERS ()

99,996,200,000 9,999,620,000

Ordinary shares of HK$0.1 each as of 30 June 2007
RZZEZLFNA=THER VB TLBR

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

Issued & fully paid: B 31T RAE :
Ordinary shares of HK$1 each as of 1 January 2007

RIEE+F— A —HSREEVE T LB 100,000 100,000
Sub-division of shares (note) #x 7 %X 900,000 —
Capitalisation issue (note) A1 37T (BtEE) 799,000,000 79,900,000
Issue of new shares 257 7T 200,000,000 20,000,000
Ordinary shares of HK$0.1 each as of 30 June 2007
RZEZLFRNA=ZTHER1IETEER 1,000,000,000 100,000,000
Shown in the financial statements as ZEBI 5k P et BT & A AR RMB97,520,000

Note: On 25 May 2007, resolutions of all the shareholders were passed pursuant
to which each share of HK$1.00 in the share capital of the Company was
sub-divided into 10 shares so that the authorised share capital of the Company
became HK$380,000 divided into 3,800,000 shares and 100,000 issued
shares of HK$1.00 each became 1,000,000 issued shares and the authorised
share capital of the Company was increased from HK$380,000 to
HK$10,000,000,000 by the creation of additional 99,996,200,000 shares
which rank pari passu in all respects with the shares then in issue. In addition,
the Directors were also authorised to capitalise HK$79,900,000 standing to
the credit of the special reserve account of the Company by applying such
sum in paying up in full at par 799,000,000 shares.

fisE: R-ZEFRA-+RE BRE—ZEE B
REEERA3IS0,000 BRI BETED A
3,800,000 EAR0. 15T B &R MHARA
100,000/%& 1470 E15 £1,000,0000% & A%0.174
7T IR — BURIB #§ A% AN B1380,000/8 L1 ANE 10,
000,000,0007% 7T B4 199,996,200,0000% » ¥ 1%
AR ERE BITRR (D = 8 R S 5 B RIFHE 2
FT38%£17799,000,0000% T 4 2 79,900,000/%
TR AEAME A RERFRIATEEE o
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
REEEXE AR IR ML

For the Six Months Ended 30 June 2007 & ZE =ZZ-+4F XA =+ H17518 A5

M. CAPITAL COMMITMENTS M. BEAKEE
30 June 31 December
2007 2006
—EEtEE ZEERF
~A=+H +=—A=+—H
RMB’000 RMB’000
AR¥EFT ARETFT
Capital expenditure in respect of acquisition of property, plant
and equipment YHEYIZ B MR BHIE AR XX 41,988 1,068
N. SUBSEQUENT EVENTS N. #EEIH
There has been no material event subsequent to period end which AR B 5 BAfE 18 - 3002 B & AR B R HR
requires adjustment of or disclosure in the interim report. FHREND 2 B2 R FIRI o
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The Group is a leading integrated optical components and products
manufacturer in terms of revenue and profitability in the PRC. The Group
possesses strong design capabilities, manufacturing know-how and an
efficient production process to offer a comprehensive range of optical
and optical-related products through its ability to integrate optical,
mechanical and electronic technologies. The Group also has the expertise
to vertically integrate its principal business segments of optical
components, optoelectronic products and optical instruments
manufacturing.

For the six months ended 30 June 2007, the Group has recorded strong
growth in sales that is mainly attributable to the strong demand for
various types of optical components and optical-related products in face
of the prevalent trend of image digitization.

A. FINANCIAL REVIEW

For the six months ended 30 June 2007, the Group has recorded
strong growth in sales that is mainly attributable to the strong
demand for various types of optical components and optical-related
products in face of the prevalent trend of image digitisation.

Revenue

For the six months ended 30 June 2007, the Group’s revenue
increased by approximately 43.6% from approximately RMB387.3
million in the same period of 2006 to approximately RMB556.0
million, mainly as a result of the increase in revenue from
optoelectronic products by approximately RMB95.2 million and
from optical components by approximately RMB74.8 million. The
increase was mainly due to the rising demand for mobile phones
with camera function as well as demand for other end products
with optical-related applications.

Gross profit and margin

Gross profit increased by approximately 34.7% from around
RMB111.3 million in the six months ended 30 June 2006 to
approximately RMB149.9 million from the same period in 2007.
The Group's revenue from optoelectronic products has increased
significantly during the review period. While optoelectronic
products have relatively lower profit margins, hence lowering the
Group's overall gross margin. The effect has been partially offset
by the increase in the revenue from optical components segment
which possess higher gross margin than optoelectronic products.
As such, the overall gross margin decreased slightly from
approximately 28.7% in the six months ended 30 June 2006 to
approximately 27.0% in 2007. In addition, there are signs indicating
that the gross margin of optoelectronic products is improving with
the margin in 2007 is higher than the average margin in 2006 and
the demand for the products is on an upward trend.

$%@EH&ZE&E%U ENTTERTEIELAERE
THREREER. $%@Eﬁ?§7€ﬁ’]‘“ﬁ‘§:j}
ENEESERMESMEET R BatE #
ﬁ& 5T RSB MO B E MR $$
BREREBEEABEH AEEMICRER
X NEEEATALE

HZE200796 A300 1618 A B AN E iE S5
ERR-ERIEENREEREZREBGRETI/ILN
KBZT MG LHEEAETHRARERNE

A. B4 EIRE

BE_TZLFAA=TRLENEASR
AEBESGRYNFHERAER T2HR
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HEEMNTR LT

L' ON

HE-_ZTZTLFNA _-i-EIth\{Iﬂ HAR -
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#53.87318TTIBIN%143.6% B H) AR EES 5618
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#4928 7% B E —EE+FHHI27.0% °

Gh ﬁﬁmﬁéﬁ@uum%ﬂ$$ﬁtt—gg/\¢
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ERBE L RBRABERNENELER
W&o

REASRE (RE) ARAST —FTLERHRSE 1 9



Other income

Other income increased significantly by approximately 533.3% from
approximately RMB4.5 million for the six months ended 30 June
2006 to approximately RMB28.5 million from the same period in
2007. The increase was mainly due to the interest income from
share application.

Selling and distribution expenses

Selling and distribution expenses increased by approximately 64.9%
from approximately RMB7.7 million for the six months ended 30
June 2006 to approximately RMB12.7 million from the same period
in 2007. The significant increase was primarily due to the
combination of increase in the costs for selling, marketing, and
distribution personnel, and the increase in transportation fees and
business development expenses arising from the growth in sales
activities from the optoelectronic products segment.

Research and development expenditure

Research and development expenditures increased from
approximately RMB3.1 million for the six months ended 30 June
2006 to approximately RMB7.5 million from the same period in
2007. Such increase mainly represented the increase in salary
expenses for the research and development team in respect of the
Group's optoelectronic products business.

Administrative expenses

Administrative expenses increased by approximately 62.6% from
approximately RMB30.2 million for the six months ended 30 June
2006 to approximately RMB49.1 million from the same period in
2007. Such increase was mainly caused by the listing expenses
which are in non-recurring nature, approximated to RMB16.6
million.

Moreover, administrative expenses included the increase in staff
and administrative costs as well as depreciation expenses. Also
given the increased headcounts, the related welfare costs increased
accordingly.

Income tax charge

Income tax increased from almost zero for the six months ended
30 June 2006 to approximately RMB5.2 million in the same period
in 2007 due to the elapse of tax free periods available under the
applicable laws in the PRC to some sino-foreign equity joint ventures
and the jointly foreign owned enterprise arrangements of some
Company’s subsidiaries in the PRC.
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PRC enterprise income tax for the Group under relevant laws is
calculated based on applicable tax rates and profits before tax of
the relevant subsidiaries of the Group and according to the tax
benefits awarded by the PRC government. The effective tax rate
for the Group for the six months ended of 30 June 2007 is
approximately 4.8%.

Tax rate attributable to the Group's China subsidiaries are shown
as follows:

2007
Zhejiang Sunny Optics Co., Ltd. 13.2%
Ningbo Sunny Instruments Co., Ltd. 13.2%
Sunny Optics (Zhongshan) Co., Ltd. -
Ningbo Sunny Opotech Co., Ltd. -
Ningbo Sunny Infrared Technologies Company Ltd. 33.0%

Profit for the period

Profit for the period increased by approximately 39.9% from
approximately RMB73.0 million for the six months ended 30 June
2006 to approximately RMB102.1 million from the same period in
2007. Net profit margin decreased slightly from approximately
18.8% for the six months ended 30 June 2006 to approximately
18.4% for the same period in 2007. The increase in net profit was
a combined effect of the increase in gross profit and the increase
in interest income from the share application. The adjustment in
net profit margin was mainly attributable to the slightly decline in
gross profit margin.

Profit attributable to the equity holders of the
Company

Profit attributable to the equity holders of the Company increased
by approximately 174.5% from approximately RMB37.2 million
for the six months ended 30 June 2006 to approximately
RMB102.1 million from the same period in 2007.

Dividends

The Company declared dividends of approximately RMB103.2
million to equity holders of the Company for the year ended 31
December 2006. The payment of such dividend was made in April
2007.
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Gearing ratio

The Group financed its business mainly with internally generated
resources and in some cases, short-term loans from banks. To meet
additional working capital requirements for business expansion,
the Group obtained bank loans in the second quarter of 2007 and
resulted in the increased gearing ratio from zero as of 30 June
2006 to approximately 9.7% as of 30 June 2007.

Such loans were subsequently repaid in July 2007.

OPERATIONAL REVIEW
Products

The Group is principally engaged in the design, research and
development, manufacturing and sale of optical and optical-related
products, which can be broadly classified into three categories,
namely: (i) optical components, including glass/plastic lenses, plates,
prisms and various lens sets, (ii) optoelectronic products, including
mobile phone camera modules and other optoelectronic modules;
and (iii) optical instruments, including microscopes, surveying
instruments and other analytical instruments.

Optical Components

For the six months ended 30 June 2007, revenue from optical
components reached approximately RMB189.7 million,
representing a considerable growth of approximately 65.2% as
compared with the corresponding period in 2006. The segment
accounted for approximately 34.1% of the Group’s revenue.

Optoelectronic Products

For the six months ended 30 June 2007, optoelectronic products
remained as the primary revenue driver of the Group and accounted
for approximately 55.3% of the Group’s revenue. Revenue from
this segment surged around 44.9% from approximately RMB212.0
million for the six months ended 30 June 2006 to approximately
RMB307.2 million during the same period in 2007.

22 Sunny Optical Technology (Group) Company Limited Interim Report 2007

MANAGEMENT DISCUSSION AND ANALYSIS
EEET W RO

BELER
REBMPEBESETERERIHERMRT
MEEEE- BT EMNESBENREINGE
EeHE K REBR ST +FFE-_FTHE
BIRTER FABLER-SZF A
—tEHNEAE AR -EELENA=
+HEIZI0.7% °

AL ERER ST LFLABE-

XL

E fn

AEE T RUCERT 5T FA% L& HEH
ENRBRABHEBEmR L FEMAZA D
BB DRIROAEBZMN EWE, 2B
BHOCFHREBR RREREBER ()VLEE
e BT IRE AR ERE:

i) B 28 ERRNEE RS R KA
A
HEEHES

HE_ZTLFRA=1THIEAHRE:
REZHHERALNBARE1.897ETT &
TR FRHEKRL65.2% BTN
HEWAKNEEIARZ41% -

FEEEm
HE-_ZZT+EA=FTHI/EA K-
REERIDEAEENEEHE W AR
AN EHESEE I ABI55.3% « HBEMREEI
ABZZEZRERN A=+ HE N E A EME
WAREE2 121870 BUEHI44 9% ER| — T F
+FRBPEZHARE3.072ET.



The increase in revenue was a result of the enhancement of the
Group’s product mix, with greater focus in optoelectronic products
to capture the increase in demand for electronic consumer products,
such as mobile phones with camera function, digital cameras and
other consumer electronic products. The Group's strategy to focus
on building stronger supplier relationships with PRC mobile phone
manufacturers has paid-off, as the accelerated advancement of
PRC’s 3G technologies has led to greater demand for camera mobile
phones and for the Group’s camera modules. Such strategy has
evidently led to the significant growth in revenue derived from
optoelectronic products during the interim period.

Optical Instruments

While the Group has focused on product research and development
during the interim period, revenue from this business segment
has slipped by approximately 2.2% from approximately RMB60.4
million in the first six months period of 2006 to approximately
RMB59.1 million, which accounted for 10.6% of total revenue
generated. The Group intends to ramp up its marketing initiatives
in the second half of the year to accelerate growth in the area.

Production

As of 30 June 2007, the Group's products were manufactured in
its two production bases in Yuyao, Zhejiang, PRC and Zhongshan,
Guangdong, PRC, respectively. The total operating site area owned
and leased by the Group is approximately 105,261 square meters,
of which approximately 87,512 square metres are owned by the
Group.

Research & Development

As of 30 June 2007, the Group had a dedicated team of 173
research staff to constantly review and improve the Group’s
production know-how, develop more advanced technologies and
products. Currently, the Group is engaged in several major R&D
projects applicable to each of its major product categories.

Public Offering

As part of the expansion plan, the Group successfully listed its
shares on the Main Board of the Stock Exchange on 15 June 2007.
The public offering was well-received by both retail and institutional
investors. The retail tranche registered an over-subscription rate of
approximately 290.6 times and the placing tranche was also
significantly over-subscribed. The listing has strengthened the
Group's financial position, enlarged the shareholder base and
enhanced the Group’s brand recognition.
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OUTLOOK AND FUTURE STRATEGIES

Consumer electronic products such as camera mobile phones,
digital still cameras and DVD players, have sustained continuous
growth trends. With optical applications becoming more common
in consumer electronic products, global demand for optical
components and related products has continued to increase with
substantial room for further growth. Since China has become the
main global manufacturing base for consumer electronic products,
these trends will continue to sustain immense opportunities for
optical components manufacturers in the country. The Group, as
a leading integrated optical components and products
manufacturer, is well-poised to capture such opportunities.

The Group's goal is to become a leading integrated optical products
manufacturer in the world. In order to achieve this goal, going
forward, the Group will continue to:

o Enhance its R&D capability and develop more advanced and
better quality products;

o Leverage its professional knowledge and core competencies
to expand product sales;

o Strengthen and expand its supplier network;

o Retain and recruit more technical staff with industry
experience.

The Group is confident that its business performance, in particular,
revenue from optoelectronic products, will continue to be strong
throughout the year of 2007 and provide our shareholders with
fruitful returns.

LIQUIDITY AND FINANCIAL RESOURCES

Cash flows

During the six months ended 30 June 2007, the Group mainly
funded its operations through internal funding and bank
borrowings. The sources of the Group’s major operating cash flows
are sales receipts of its products.

The Group recorded a net increase in cash and cash equivalents of
approximately RMB636.9 million for the six months ended 30 June
2007 and net decrease in cash and cash equivalents of
approximately RMB43.8 million from the same period in 2006.
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The Group recorded a net cash outflow from investing activities of
approximately RMB66.8 million for the six months ended 30 June
2007, mainly for the purchase of property, plant and equipment.
Approximately RMB28.0 million was paid in July 2007 for the
acquisition of land and buildings erected thereon, which are
currently leased by the Group for manufacturing and research and
development of optical instruments.

The Group also recorded a net cash inflow from financing activities
of approximately RMB598.7 million for the six months ended 30
June 2007. The inflow was mainly due to the inflow of the proceeds
from the issue of new shares of approximately RMB745.1 million.
Major outflow was the payment of dividend of approximately
RMB236.0 million as declared in the previous years.

CAPITAL STRUCTURE
Indebtedness
Borrowings

As of 30 June 2007, total bank borrowings, primarily used as
general working capital, amounted to approximately RMB147.7
million, in which approximately RMB20.0 million was secured by
the property, plant and equipment of the Group. The average
interest rate was approximately 5.1%. The borrowings were of
short-term basis and were expected to be repaid within 6 months
after the first drawdown.

Such loans were subsequently repaid in July 2007.

Bank facilities

As of 30 June 2007, the Group had unutilised banking facilities of
approximately RMB330.0 million with Yuyao Branch of Agricultural
Bank of China and Ningbo Branch of Pudong Development Bank.

PERFORMANCE OF INVESTMENTS MADE AND
FUTURE INVESTMENT

The Group’s investing activities mainly include the purchase of
property, plant and equipment.

During the six months ended 30 June 2007, the Group used
approximately RMB68.0 million in investing activities, mainly in
relation to the purchase of plant and equipment for the expansion
of the production capacity for both optical components and
optoelectronic products.
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Sufficient capital expenditure investment will be fundamental to
the Group's expansion plans in order to meet the expected increase
in demand for optical components and optoelectronic products.

The Company intends to invest approximately RMB275.0 million
from its global offering for the expansion of production capability
and capacity; approximately RMB123.0 million for the
enhancement of research and development activities and facilities;
approximately RMB28.0 million for the acquisition of land and the
buildings erected thereon, which are currently leased by Sunny
Group Limited for the manufacture and research and development
of optical instruments; approximately RMB25.0 million for the
enhancement of information systems; approximately RMB130.0
million for the repayment of short-term bank loans for working
capital. The remaining amount will provide funding for working
capital and other general corporate purposes.

The proceeds from global offering were not used by the Company
as of 30 June 2007.

To the extent that any part of the net proceeds to the Company
from the global offering are not immediately used for the above
purposes, the Directors may allocate such proceeds to short-term
interest-bearing deposits and/or money-market instruments with
authorised financial institutions and/or licensed banks in Hong Kong
and/or China.

The Group did not have any significant investment position in
stocks, bonds and other financial derivatives and there were no
acquisition and disposal of subsidiaries and associates of the Group
during the period covered by this interim report.

OFF-BALANCE SHEET TRANSACTIONS AND
CONTINGENT LIABILITY

As of 30 June 2007, the Group did not have any material off-
balance sheet transactions.

26 Sunny Optical Technology (Group) Company Limited Interim Report 2007

MANAGEMENT DISCUSSION AND ANALYSIS
EEET W RO

REA B2 BB E B KL
£ RANBERAXNRAK BEBEEED
JEFERTEIIT T ER-

NRAGEIRE2RBEEMBTTRENAR
2. 75 BRI T R E R O MERE AR
1. 23{ETT AR IS F R B MR K AR
2,800& TTHRUHE B RS2 F R BHEMER
EF&ﬁﬂﬁ*ﬁ:ﬂfi”“Zif@&EEv\J:EI’J%
I HMARY2,5008TTRNETTEMFS
AR 31‘*7%)%?153%%@,%%#]&3%&
TER RERELEESMEM —MREE
Pk

RZEELFANA=Z+H ANARWARE A
PIRBEMBES-

AR E) B 2EREE PSR F A E(T AR
DWW RERAE A% RIES R KLEH
BRI B BT, SRR AT B
BRBENEETISTAKR SEERHH
B RRIRTT

SEVEERR EFNEMSRITETE
VEHMHTEK&%S B L BIARFR IR EA L
EHAN £EFARIMMERA L EETTE
IR & o

BEEaBRUINZ FZH
BAEE

RZEEFANA=Z+H ANEBEWERT
FREREEBBERNAING S



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 Group’s expansion and for other uses. Upward fluctuations
in interest rates increase the cost of both existing and new debt.
During the six months ended 30 June 2007, the effective interest
rate on bank loans was approximately 5.1% per annum. The Group
has not entered into any type of interest rate agreements or
derivative transactions to hedge against interest rate changes.

Foreign exchange rate fluctuation risk

The Group exports a significant portion of its products to and makes
purchases from international markets where transaction are
denominated in U.S. dollars or other foreign currencies. To reduce
the risk, the Group will consider to enter into certain foreign
exchange trading facilities to hedge against its currency risks.

EMPLOYEES

As of 30 June 2007, the Group had 6,548 full time employees.
Their functions include management and administration, 244,
production, 5,335, and supporting operations, 969. The
remuneration package of the Group’s employees includes salary,
bonuses and allowances. The Group endeavours to provide training
facilities for its employees. The scope of the induction and on-
going training programmes includes management skill and
technology training and other courses.

SHARE OPTION SCHEME

On 25 May 2007, the Company adopted a share option scheme
(the “Scheme”) for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the Group.
Eligible participants of Scheme include, without limitation,
employees, Directors and shareholders of the Group. Up to 30
June 2007, no share option has been granted or agreed to be
granted to any person under the Scheme.
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REPURCHASE OR REDEMPTION OF THE
COMPANY'’S SHARES

The Company is empowered by the applicable Companies Law of
the Cayman Islands and the Articles of the Association to repurchase
its own shares subject to certain restrictions and the Board may
only exercise this power on behalf of the Company subject to any
applicable requirements imposed from time to time by the Stock
Exchange. The Group did not repurchase or redeem any of the
Company’s shares during the six months ended 30 June 2007.

DISCLOSURE OF INTEREST

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

DISCLOSURE OF INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

As of 30 June 2007, so far as the Directors are aware, the following
persons have beneficial interests or short positions in any shares or
underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part
XV of the Securities and Future Ordinance, Cap 571 of the Laws
of Hong Kong (“SFO"), or who is directly and/or indirectly interested
in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of
any other member of the Group:

Name Long/short position  Type of interest

&7 */HAR IR

BE SELONRKRE

RIBRABVEMARRIABER NQA]AIHE
HTRETEREARRNRD HEFEK
RANRANTEZLBRENE DA AERR
ST ERNERRE-E—_TTLEN
A=TBAXNEARN SEREETENE
BB ARREZR 5

EmifE

BREARBER MEMNEEAERTAE
RN AR BRI S Bk sk & HE R T
TH S L B A s AR IRAE
EeRBEAMERME N ZEFETEH
=g EXIBE LT AT B &
HMBEABEAESNEMRRNEAIRE
FETRR (RBETAREAR) - BRER
AEMERR TP FRtEEE (HEAZRE
FRHVETEAR) ©

TERFEDRE

R-ZETHEXA=+B REEHN 5
ANTHEREES LS &G EXVERFE2 K3
D EBR T AN B EAND AR FIE
BN BERERSAR EE R R EE
WA AT AER TMEASBE R EMK B
NRIBRR ARSI ERNTAERIRAEE10%
AL

Approximate
percentage of
shareholding

R
B 5 8 maE ot

Number of shares

Sun Xu Limited (“Sun Xu") Long position

wIBARAR ([588)) R ERBBA

Sun Ji Limited (“Sun Ji") (Note 1)~ Long position
REBRAR ([5#E]) GE—) HR
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Beneficial owner

Interest in a controlled corporation
g NGl 3o

418,729,060 41.87%

418,729,060 41.87%



Approximate

percentage of

Name Long/short position  Type of interest Number of shares shareholding

el

&F R/ BA EEER B 15 & BAE 2t

Wang Wenjian (Note 2) Long position Interest in a controlled corporation, 476,670,000 47.67%

trustee of a trust and trustee and
one of beneficiaries of a trust
IXEGD) iHE R EERERERR AR
ERAXEARER—BXEA
Summit Optical Holdings Inc Long position Beneficial owner 171,174,508 17.12%
("Summit”)
53] BRBEBA
Chengwei Ventures Evergreen Long position Interest in a controlled corporation 171,174,508 17.12%
Fund, L.P. (Note 3)
KAES (FHZ) e RmrEER
Sun Zhong Limited Long position Beneficial owner 57,940,940 5.79%
("Sun Zhong")

RRERDA ([2R]) Sy ) ERlEA

Notes: PffsE:

(1) As Sun Ji owns more than one-third of the voting power of general (1) BEREEFEGRA=SZ —HNFBREKXR
meetings of Sun Xu, Sun Ji is deemed to be interested in BRER FWRIEE S LRGN  2E
the 418,729,060 shares held of and in the Company by Sun Xu R ATER 7 BETH5 418,729,060 0% A% 1 Hy4E
under the provisions of SFO. e

(2)  AsMr. Wang Wenjian is the sole shareholder of Sun Guang Limited () BHREXELERFHBRARME R
and the trustee and one of the beneficiaries of the Sunny Employee LEEFREEENZTAZI A Z— 1)
Trust, Mr. Wang Wenjian is deemed to be interested in the UL IRIRRE S M AR ARD] £ XX EE AR A
418,729,060 shares held by Sun Xu under the provisions of SFO. BB 418,729,0600% M0 EVfE R D
As Mr. Wang Wenijian is the trustee of the PRC Investor Trust, Mr. FXESERPBIREEETENTFEA
Wang Wenjian is deemed to be interested in the 57,940,940 shares ULIRIEE H KB GG EXELER AR
held by Sun Zhong under the provisions of SFO. B 52 B FTHE57,940,940% D B RS o

(3)  As Chengwei Ventures Evergreen Fund, L.P. owns more than one- (3) AP Chengwei Ventures Evergreen Fund,
third of the voting power of general meetings of Summit, Chengwei LP B SUMMtIRER A BB =92 —Hig
Ventures Evergreen Fund, L.P. is deemed to be interested in the i FULRIEE S KB EK 61 Chengwei
171,174,508 shares held by Summit under the SFO. Ventures Evergreen Fund, L.P.48 &#A

SummitfT#E171,174,508A% A& 15 B 55 o
Definition of terms: ZieTH:

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

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

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

[FEIREEE] BRERR 2RO T
BATR BTN FLA = +/\BKIZH
55
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KRR - FERFLA -+ N\BKIERT

[FEREE] ETFEREEETNZEA
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DISCLOSURE OF INTERESTS OF DIRECTORS

As of 30 June 2007, so far as the Directors are aware, the interests
and short positions of the Directors and chief executive of the
Company in the shares of the Company, underlying shares and
debentures of the Company and its associated corporation (within
the meaning of Part XV of the SFO) which have to be notified to
the Company and The Stock Exchange under Divisions 7 and 8 of
Part XV of the SFO (including interest and short positions which
they have taken or deem to have taken under the SFO) or pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies in the Listing Rules, or will be required pursuant to
section 352 of the SFO to be entered in the register of interests
referred to therein, will be as follows:

D.

EEEDNE

R-ZZLFRNA=ZTB RESHAN &
B NARREZITIA BRAR A AR
B (E&AEZFRPEGRPIEXVER) #9AX
0 HEERG MESFTHRERBES AT
{ERBIZEXVERFRT K80 BP R IE EMARAI £
RAIEFEITESF X ZHIRET AR EBERN
Pefn EiRBERN A& AN A B K B 3R P i 2
NoRR (BEREES RAEGIE R
BB NEDLORR) SRR ETbE
BB RN RIERE S M B RPIE 352 15GFT
mE e EmsoRa T

Approximate

Name of Long/short Capacity/Nature Number percentage of
Director Corporation position of interest of shares shareholding
EENA EE AR WA/ %A By HEEng BRHBE  HRBAES
Mr. Wang Wenjian The Company Long position Trustee (Note 1) 57,940,940 5.79%
IXERE /N HE SN
The Company Long position Trustee and Beneficiary 418,729,060 41.87%
of a trust (Note 2)
/N HE XAAREEZRA
(HfEE2)
Mr. Ye Liaoning The Company Long position Beneficiary of a trust 23,986,481 2.40%
(Note 3)
EEELE /N 55} EEEEA (1F3)
Mr. Wu Jinxian The Company Long position Beneficiary of a trust 10,846,895 1.08%
(Note 4)
REFTE /N HE EXmA (f4)
Notes: B e -

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

(2)  Mr. Wang Wenjian is the trustee and one of the beneficiaries of
the Sunny Employee Trust. The Sunny Employee Trust is a trust on
the entire issued share capital of Sun Ji. Sun Ji owns 92.32% equity
interest in Sun Xu, which in turn owns 41.87% of the issued share
capital of the Company. Accordingly, Mr. Wang Wenijian is deemed
to be interested in 418,729,060 shares under the SFO.
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(3)  Mr. Ye Liaoning is a beneficiary under the Sunny Employee Trust,
under which he is entitled to 6.20% of the beneficial interest. Sun
Ji owns 92.32% equity interest in Sun Xu, which in turns own
418,729,060 shares. Accordingly, Mr. Ye Liaoning is interested in
23,986,481 shares.

(4)  Mr. Wu Jinxian is a beneficiary under the Sunny Employee Trust,
under which he is entitled to 2.81% of the beneficial interest. Sun
Ji owns 92.32% equity interest in Sun Xu, which in turns own
418,729,060 shares. Accordingly, Mr. Wu Jinxian is interested in
10,846,895 shares.

DIRECTORS AND KEY EXECUTIVES OF THE
COMPANY

The Board comprises 10 Directors, including 4 Independent Non-
executive Directors. Directors who are either well-educated, having
extensive experience in different areas or professionals and
appointed pursuant to the requirements under the Listing Rules to
ensure that the decisions of the Board are made only after due
consideration of independent and impartial opinions. The Board
acts collectively by majority decisions in accordance with the Articles
and the laws, and no single Director is supposed to have any
decision-making unless authorised by the Board.

The key executives of the Company include Mr. Wang Wenijian,
Executive Director and Chairman of the Board, Mr. Ye Liaoning,
Executive Director and Chief Executive Officer of the Company,
Mr. Xie Minghua, Executive Director and Mr. Wu Jinxian, Executive
Director.

INTERIM DIVIDEND

For the six months ended 30 June 2007, the Group decided not to
declare any interim dividend.

B) EHESEELARTFEEEANIZA
BRBEAET6.20% ik 5 E A5
92.32% % #E A MmHEHE418,729,0608% %
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AUDIT COMMITTEE

The Company established an audit committee in compliance with
Rules 3.21 and 3.22 of the Listing Rules. The primary duties of the
audit committee are to review and supervise the financial reporting
process and internal control system of the Group and to provide
advice and comments to the Board. The audit committee consists
of 4 members, namely, Mr. Zhang Yuging and Dr. Liu Xu (both are
Independent Non-executive Directors), and Mr. Li Tyson Sandy Ying
Lun and Mr. Shao Yang Dong (both are Non-executive Directors).
Mr. Zhang Yuging was appointed as the chairman of the audit
committee. The audit committee and the Company’s external
auditors have reviewed and discussed matters relating to auditing,
internal controls and financial statement, including a review of the
unaudited financial statement for the six months ended 30 June
2007.

CORPORATE GOVERNANCE
Code of Corporate Governance Practices

The Group is committed to ensure high standards of corporate
governance in the interest of its shareholders.

The Group has adopted and complied with the code provisions as
set out in the Code of Corporate Governance Practices as stated
in Appendix 14 to the Listing Rules for the six months ended 30
June 2007.

Code of Conduct Regarding Securities Transactions
by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuer as set out in Appendix 10
of the Listing Rules as its code of conduct regarding securities
transactions by the Directors. All Directors have confirmed,
following specific enquiry by the Company, that they complied
with the required standard set out in the said Model Code from
the listing date to 30 June 2007.
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