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Sunny Optical Technology (Group) Company Limited (the
“Company” or “Sunny Optical”, together with its subsidiaries,
the “Group”) (Stock Code: 2382.HK) is a global leading integrated
optical components and products manufacturer with more than thirty
years of history. The Group is principally engaged in the design,
research and development (the “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) (the “Optical Components”), optoelectronic products
(such as handset camera modules, three dimensional (the “3D”)
optoelectronic products, security cameras and other optoelectronic
modules) (the “Optoelectronic Products”) and optical instruments
(such as microscopes, optical measuring instruments and intelligent
equipment for testing, manufacturing and assembly) (the “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 automated factories, which require
the comprehensive application of optical, electronic, software and
mechanical technologies.
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Looking back to the first half of 2018, the global economy continued
to recover and the overall economic indicators kept growing, but
the overall economic expansion slowed down as compared with
last year. Trade friction within the global economy kept simmering,
which aggravated the uncertainty of economic development. The
global smartphone market was in the mature stage of industrial
development, and the overall growth rate demonstrated downward
trend as compared with previous years. Chinese local brand
manufacturers completed their market layouts through constantly
enhancing the technology research and development, extending
usage scenario of smartphones, and strengthening collaborative
upgrade of software and hardware, which would break through
the homogeneous competition. However, as the differentiation of
users’ experience brought by product’s technical parameters is
not particularly obvious, consumers’ willingness to purchase new
phones is generally weak. Given that the competition in smartphone
market remains fierce, the trend of industry concentration will
continue to intensify. On the other hand, with the continuous
development of vehicle internet industry, the increasing demand
for active safety when driving and driven by laws and regulations in
the United States, the European Union, Japan and other countries,
the demand for vehicle lens sets has maintained a high-speed
growth. Meanwhile, vehicle cameras played an important role in
the application of advanced driver assistance systems (“ADAS”)
and self-driving technology. As the penetration rate of ADAS
continued to increase, the vehicle lens sets, as one of the important
components of vehicle imaging and sensing systems, maintained
rapid growth in global market and realized a strong momentum.
Overall, in spite of the complex and changing external environment,
the Group still remained its leading position in the industry with its
technical first-mover advantage and comprehensive competitive
strength, and it realized a stable growth of overall performance.
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During the first half of 2018, the global smartphone shipment volume
reached approximately 676.3 million units (source: International
Data Corporation (“IDC”)). As the global smartphone market was in
the steady growth period, consumers’ demand for purchasing new
phones mainly come from appeals to superior product quality and
better product performance. Therefore, all the major smartphone
manufacturers started to focus on the upgrade of cameras, which
was the key to seize the market. In addition to pixel migration, more
complicated new specifications such as large aperture, wide angle,
ultra-thin, dual-camera, optical zoom, biometric identification, and
miniaturization are also provided by smartphone manufacturers to
meet customers’ demands. In the meantime, while dual-camera
has become a standard configuration for high-end smartphones,
the trend of triple-camera is emerging. The increase in the number
of cameras carried by smartphones and the upgrade and update of
specification have driven the growth of the industry, which will also
put forward higher technical requirements for major handset lens set
and handset camera module manufacturers. The Group, as a global
leading supplier of handset lens sets and handset camera modules,
will benefit from its strong capability of independent innovation, sound
industrial integration and scale advantages.

Owing to the upgrade of intelligent high-end vehicles and driven by
relevant laws and regulations, the demand for vehicle lens sets was
still in the period of high-speed growth, and its penetration rate and
adoption rate have also been further increased. On the one hand,
not only have the United States, Europe and Japan introduced
relevant laws and regulations, the PRC government has also
accelerated the implementation of related policies on autonomous
driving. In the 2018 New Car Assessment Programme (“NCAP”),
China included for the first time multiple evaluation indicators of
active safety needs. At the same time, the environment of China’s
internet of vehicles has gradually been formed with tremendous
market potential. With the increase in the penetration rate of ADAS,
the market of vehicle cameras will gradually be extended to mid-
to low-end vehicle models from purely for high-end vehicle models.
Coupled with the coming of the era of semi-autonomous and fully
autonomous driving, consumers will become more dependent
on vehicle imaging and sensing systems, and the number of
cameras installed on each vehicle will continue to increase and the
specifications will become more complicated. At present, the Group
steadily occupies the first place in the global market share of vehicle
lens sets. It is believed that the Group will continue to benefit from
the booming development of vehicle camera industry and further
increase its market share.
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For the optical instruments market, with the growing demand for
downstream applications, as well as the development of electronic
technology and computer industry, the whole instruments market
showed positive momentum. In recent years, China’s manufacturing
industry has also undergone the transformation and upgrade,
which has led to increased market demand for relevant high-end
instruments and equipment required in machine vision applications,
automatic productions, and smart factories. Meanwhile, the demand
from medical and educational fields for smart microscopes have
increased continuously. The Group further optimized its configuration
and integrated related technologies and resources to better address
the opportunities and challenges of each market segment.

For the other areas in which the Group has been engaging, such
as unmanned aerial vehicle (“UAV”), augmented reality (“AR”),
virtual reality (“VWR”), 3D and a various of other emerging fields,
there is huge potential for future growth although currently they
are still at the early stage of development. According to the Guide
on Global Semi-Annual Augmented Reality and Virtual Reality ({&
R¥FEERNEMEREIRIEFE)) issued by IDC, the output
value of products and services of AR and VR in 2018 increased
by approximately 95.0% compared with that in 2017, and the
compound annual growth rate is expected to reach approximately
98.8% in the coming years. To achieve considerable economic
benefits, the Group will continue to increase investment in R&D,
promote technological innovation, proactively explore the market,
and strengthen cooperation with the world’s top-tier hi-tech
companies, laying a solid foundation for the Group’s mid- to long-
term development in the future.

During the period under review, driven by R&D investment, the
Group improved the construction of R&D organization, increased the
investment in core technologies, consolidated core manufacturing
resources, and conducted R&D to upgrade and make innovations
in the existing products and production techniques in three major
business segments, namely Optical Components, Optoelectronic
Products and Optical Instruments. The Group kept innovating in
the emerging optical application fields and optoelectronic modules,
and further boosted the process automation and “Lean Production”,
which further consolidated the technological advantages for the
existing products in the industry and established a first-mover
advantage in emerging technologies and products. In addition,
the Group has been actively making patent layout. The Group had
acquired 123 new patents during the period under review. As of
the first half of 2018, the Group had been granted 757 patents,
including 174 invention patents, 539 utility model patents, 44
exterior design patents and another 1,348 patent applications
pending approval.
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The Group received numerous honours during the period under
review. For the Optical Components business segment, Zhejiang
Sunny Optics Co., Ltd. was awarded the “Six Anniversary
Commemoration of Cooperation”, “Innovation Award” and “Quality
Award” by Vivo Communication Technology Co. Ltd.. Xinyang
Sunny Optics Co., Ltd. was awarded the “Excellent Supplier
Award” in 2017 by Panasonic Avc Networks Xiamen Co., Ltd.. For
the Optoelectronic Products business segment, Ningbo Sunny
Opotech Co., Ltd. was awarded the “Excellent Quality Award” by
Huawei, and Zhejiang Sunny Optical Intelligence Technology Co.,
Ltd. was awarded the “Top Partner Award” in 2017 by Company
T and “Best Collaboration Award” by Panasonic (Vietnam) System
Technology Co., Ltd., a subsidiary of Panasonic in Japan. These
awards showed the excellent performance of the Group in scientific
and technological innovation and also indicated that the Group’s
product quality, services, and delivery have been highly recognized
and approved by customers. In addition, the Group topped the
table on the Institutional Investor, an US magazine regarding “Best
Investor Relations Program” of Technology/Hardware companies
in Asia, and was ranked Top three among the lists of “Best CEO”,
“Best CFO”, “Best Investor Relations Professional”, and “Best
Analyst Day” for three consecutive years. The Group also won
the first place in the magazine’s new selection of “Best Corporate
Governance” and “Best Environmental, Social and Governance
Series Metrics” in 2018. Meanwhile, the Company also received
the title of the “Most Honored Company” for three consecutive
years. The Group was again awarded many prizes by Institutional
Investor, manifesting the excellent ability of strategic decision and
the level of corporate governance of its management team, as well
as demonstrating the recognition of the professional level of investor
relationship management by capital cycle, which certainly motivates
the Company to reach ever higher goals courageously.
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Benefiting from the continuous growth in mid- to high-end
smartphone market and vehicle imaging field, the Group’s active
response to market changes, as well as the breakthrough of key
technology, enhancement of R&D ability, market expansion and
improvement of the production efficiency of Optical Components
business segment, this business segment achieved satisfactory
results. During the period under review, the revenue from Optical
Components business segment amounted to approximately
RMB2,656.3 million, representing an increase of approximately
40.1% as compared with the corresponding period of last year.
This business segment accounted for approximately 22.2% of the
Group’s total revenue as compared with approximately 18.9% in the
corresponding period of last year.

During the period under review, handset lens sets of the Group
recorded a year-on-year growth of approximately 53.6% in shipment
volume. Meanwhile, the proportion of shipment volume of 10-mega
pixel above products increased from approximately 42.9% of first
half of last year to approximately 51.6%. In addition, the Group also
paid great attention to investment in the R&D of products, especially
in new specifications such as large aperture, miniaturization and
ultra-wide angle. During the period under review, the Group has
successfully completed the R&D of multiple products, primarily
including 16-mega pixel ultra-wide angle handset lens sets, handset
lens sets with ultra-large aperture (FNo.1.5) and variable aperture,
and handset lens sets with ultra-large aperture (FNo.1.4) and 7
pieces plastic aspheric lenses (“7P”). 24-mega pixel miniaturized
head handset lens sets have achieved mass production. Meanwhile,
the Group has advanced layout on a variety of telephoto handset
lens sets for dual- and triple-camera in advance. In respect of 3D
field, the 3D collimating lens sets have achieved mass production.
Furthermore, in addition to continued mass production of the
high-end handset lens sets with 10-mega pixel above for Korean
customers and a Japanese customer, the Group has also provided
more and more high resolution handset lens sets with differentiated
functions and high specifications to famous domestic smartphone
brand manufacturers, which has further improved the Group’s share
in domestic market. Besides, the Group has developed a wide
range of products applied in emerging fields such as lenses and
lens sets used in VR/AR, biological recognition, motion tracking, 3D
and so on. Thanks to its profound accumulation of experience in the
field of optics and leading edge in technology, some of the products
have commenced mass production.
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During the period under review, the shipment volume of vehicle lens
sets of the Group increased by approximately 17.9% as compared
with the corresponding period of last year. The Group also
continued to maintain global No.1 position in the industry.

The Group has achieved favorable performance in the future new
product fields, which further strengthened its leading position
in segment market. During the period under review, the Group
successfully developed the key optical components products of
vehicle’s head-up display (“HUD”) and made a breakthrough in the
market. Meanwhile, the Group launched the R&D and industrial
chain layout of the key optical components of lidar, so as to expand
the applications of vehicle optical products.

Benefiting from the growth of mid- to high-end smartphone market
in the PRC, the rise of the domestic brands and the development of
other mobile device products, the Optoelectronic Products business
segment recorded a stable growth. During the period under review,
the revenue from the Optoelectronic Products business segment
amounted to approximately RMB9,186.9 million, representing an
increase of approximately 14.6% over the corresponding period
of last year. This business segment accounted for approximately
76.7% of the Group’s total revenue as compared with approximately
79.9% in the corresponding period of last year.
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During the period under review, the handset camera modules of the
Group recorded a year-on-year growth of approximately 16.3% in
the shipment volume. Meanwhile, the proportion of shipment volume
of 10-mega pixel above products increased from approximately
64.1% of first half of last year to approximately 78.1%. During
the period under review, dual-camera modules have become the
mainstream with triple-camera modules emerging and the demand
for higher magnification optical zoom was strong at the same time.
The Group has successfully developed triple-camera modules
of 10-mega pixel above with 5 times magnification optical zoom
functions, and has established good and long-term cooperation
relationships with mainstream customers. In addition, with the
higher requirement for image performance of smartphones, the
demand for large aperture technology is getting stronger. The Group
has completed the R&D on 10-mega pixel above handset camera
modules with FNo.1.4. Meanwhile, the vehicle camera modules
for a world well-known Tier 1 customer have commenced mass
production. In respect of 3D technology, the Group also carried out
an overall layout. Modules based on depth vision have achieved
mass production in unmanned retail areas. At the same time,
the Group has launched continuous R&D and innovation on new
patented packaging process technology, and has developed brand
new packaging technology, so as to meet users’ demand for larger
screen occupancy ratio of smartphone. This will not only immensely
improve the production efficiency, but also facilitate the promotion
and expansion of businesses of multi-camera modules and 3D
modules.
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During the period under review, benefiting from the recovery of
macroeconomic environment and the increased demand for the
entire electronic market for relevant instruments and equipment
because of its recovery, the revenue from the Optical Instruments
business segment amounted to approximately RMB133.2
million, representing an increase of approximately 8.7% over the
corresponding period of last year. This business segment accounted
for approximately 1.1% of the Group’s total revenue as compared
with approximately 1.2% in the corresponding period of last year.

During the period under review, the Group continued to deepen
the role transformation of instrument system solution integrators,
and has achieved growth and breakthroughs in each of the two
business segments, namely microscopic instruments and intelligent
equipment. As for the microscopic instruments business segment,
the Group focused on the R&D and promotion of products and
further strengthened its marketing capabilities with the product
structure experiencing continued improvement. The objective lens
with 20 times extra-large field of view, which was first applied
to the field of gene sequencing in China, has commenced mass
production. As for the intelligent equipment business segment, the
chip camera modules focus tester and mycobacterium tuberculosis
microscopy scanning system independently developed by the Group
have commenced mass production. In addition, the Group will also
continue to enhance investments in the R&D and marketing of high-
end optical instruments in industrial, educational and medical fields
to maintain the mid- to long-term stable development of the Group.

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 also established a subsidiary
in Silicon Valley, California, the United States, which is responsible
for technical support, marketing and customer base expansion in
North America.
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For the six months ended 30 June 2018, the Group’s revenue
was approximately RMB11,976.4 million, representing an increase
of approximately 19.4% or approximately RMB1,944.7 million as
compared with the corresponding period of last year. The increase in
revenue was mainly benefited from the Group’s further development
in smartphone related businesses and rapid development in the
vehicle imaging field.

Revenue generated from the Optical Components business segment
increased by approximately 40.1% to approximately RMB2,656.3
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,
as well as the increase in the average selling price brought by the
improvement of product mix of handset lens sets.

Revenue generated from the Optoelectronic Products business
segment increased by approximately 14.6% to approximately
RMB9,186.9 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 camera modules.

Revenue generated from the Optical Instruments business segment
increased by approximately 8.7% to approximately RMB133.2
million as compared with the corresponding period of last year.
The increase in revenue was mainly attributable to the recovery of
the market demands for industrial instruments and the increased
revenue from intelligent equipments.
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The Group’s gross profit for the six months ended 30 June 2018
was approximately RMB2,320.1 million and the gross profit margin
was approximately 19.4%, which was approximately 1.2 percentage
points lower than that for the corresponding period of last year. The
decrease in gross profit margin was mainly due to the year-on-year
decrease of gross profit margin of handset camera modules, mainly
because (i) the Group was in the process optimization, production
line layout adjustment, and manufacturing personnel structure
adjustment and other processes during the first half of this year,
resulting in increased costs and reduced efficiency; and (i) the new
production base was put into operation and its utilization rate needs
to be improved. The gross profit margins of the Optical Components
business segment, the Optoelectronic Products business segment
and the Optical Instruments business segment were approximately
42.0%, 9.4% and 38.3%, respectively (corresponding period of
2017: approximately 43.7%, 12.7% and 42.2%, respectively).

The Group’s selling and distribution expenses for the six months
ended 30 June 2018 decreased by approximately 8.8% or
approximately RMB9.2 million to approximately RMB95.5
million as compared with the corresponding period of last year,
accounting for approximately 0.8% of the Group’s revenue, which
was approximately 0.2 percentage point lower than that for the
corresponding period of last year. The decrease in absolute amount
was primarily attributable to the decreased sales commission.

The Group’s R&D expenditure for the six months ended 30 June
2018 increased by approximately 1.8% or approximately RMB9.4
million to approximately RMB544.5 million as compared with the
corresponding period of last year, accounting for approximately
4.5% of the Group’s revenue, which was approximately 0.8
percentage point lower than that for the corresponding period of
last year. The increase in absolute amount was attributable to the
Group’s continuous investments 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 handset camera modules, innovative
mobile terminal optoelectronic products, vehicle lens sets, infrared
products, security surveillance system products, mid- to high-end
optical instruments and intelligent equipments.
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The Group’s administrative expenses for the six months
ended 30 June 2018 increased by approximately 0.9% or
approximately RMB1.7 million to approximately RMB184.1
million as compared with the corresponding period of last year,
accounting for approximately 1.5% of the Group’s revenue,
which was approximately 0.3 percentage point lower than that
for the corresponding period of last year. The increase in overall
administrative expenses was mainly attributable to the increase in
the headcount and remuneration of administrative staff, the grant of
restricted shares and the corresponding increase of relevant fringe
benefits cost.

The Group’s income tax expense for the six months ended 30 June
2018 decreased by approximately 6.1% or approximately RMB14.4
million to approximately RMB222.6 million as compared with the
corresponding period of last year. The decrease was mainly because
the Company has obtained the Certification of Resident  Status
of Hong Kong Special Administrative Region and thus the amount
of withholding income tax has been reduced. The Group’s actual
effective tax rate was approximately 15.8% during the period under
review and it was approximately 17.0% for the corresponding period
of last year.

The tax rates applicable to the Group’s subsidiaries in the PRC are
shown as follows:
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TRETAEEETENERRNERARE

Name of Subsidiaries Type of Subsidiaries 2017 2018 2019 2020
(Expected) (Expected)
MEAREHE MEARER Bt ZE-N\F ZB-NE ZEBEIEBF
(7a8) (788)
“Zhejiang Sunny Optics Co., Ltd. Limited liability company
(“Sunny Zhejiang Optics”) (Taiwan, Hong Kong or
Macau joint venture)
NIRRT ABRRDF BEREERA 15.0% 15.0% 15.0% 15.0%
(IBFHIHXE]) (RBREE)
“Ningbo Sunny Instruments Co., Ltd. Limited liability company
(“Sunny Instruments”) (Taiwan, Hong Kong or
Macau joint venture)
YERRTESRBRAR BREERA 15.0% 15.0% 15.0% 15.0%

([#F@EE) (BERAE)
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Name of Subsidiaries Type of Subsidiaries 2017 2018 2019 2020
(Expected) (Expected)
MELRERE MEARER —E—tF ZB-N\F ZEBE-NE CZEZTF
(Fa88) (a8)
“Sunny Optics (Zhongshan) Co., Ltd. Limited liability company
(“Sunny Zhongshan Optics”) (Taiwan, Hong Kong or
Macau and domestic
joint venture)
YRFERE (RIL) BRRA AREERA 15.0% 15.0% 15.0% 15.0%
([F#FARILXE]) (ABRERNGE)
“Ningbo Sunny Opotech Co., Ltd. Limited liability company
(“Sunny Opotech”) (Taiwan, Hong Kong or
Macau and domestic
joint venture)
YERBRFAEEEARLA BREERA 15.0% 15.0% 15.0% 15.0%
(I#FXE)) (RBREENGE)
“Ningbo Sunny Infrared Technologies Limited liability company
Co., Ltd. (“Sunny Infrared Optics”) (investment by foreign
investment company)
YERBFAIMIMARADE BREERA 15.0% 15.0% 15.0% 15.0%
(IBRFAMIKE]) (IIERERERE)
#'Shanghai Sunny Hengping Scientific Limited liability company
Instrument Co., Ltd. (domestic joint venture)
(“Sunny Hengping Instrument”)
= EBRFETHBESEFRAF BREMERA 15.0% N/A N/A N/A
(IRFEFER) (BAEE) TEA TEA TiEA
“Ningbo Sunny Automotive Optech Limited liability company
Co., Ltd. (sole investment by foreign
(“Sunny Automotive Optech”) investment company)
TERBETEHAERMERLA BREMERA 15.0% 15.0% 15.0% 15.0%
((RFEHEXZE]) (IMEREBERFEEA
BE)
Sifang Technology (Hangzhou) Co., Ltd.  Limited liability company
(“Sifang Technology”) (legal person sole
investment)
BARE (M) BRAR BREERA 25.0% 25.0% 25.0% 25.0%
(TBFRHED CEANBE)

RENDPRE (£8) BRAT 13
2018 st O



Name of Subsidiaries Type of Subsidiaries 2017 2018 2019 2020
(Expected) (Expected)
MELRERE MDA RER =B—t& ZE-N\F ZB-NE ZEBZEBF
(a88) (a8)
Xinyang Sunny Optics Co., Ltd. Limited liability company
(“Sunny Xinyang Optics”) (investment by foreign
investment company)
EERTHERRAF AREERR 25.0% 25.0% 25.0% 25.0%
((RFEBX2]) (IMNERERERE)
Shanghai Sunny Yangming Precision Limited liability company
Optics Co., Ltd. (sole investment by foreign
(“Sunny Shanghai Optics”) investment company)
LERTFHABEAZER AT BEREERA 25.0% 25.0% 25.0% 25.0%
(IBRFLEEXE]) (IMNERERREA
BE)
Ningbo Sunny Intelligent Technology Limited liability company
Co., Ltd. (legal person sole
(“Sunny Intelligent Technology”) investment)
BRAETEHMRARAR AREERR 25.0% 25.0% 25.0% 25.0%
(IRFEEE]) CEABE)
Sunny Group Co., Ltd. Limited liability company
(“Sunny Group”) (sole investment by foreign
investment company)
RFEEERDA AREERA 25.0% 25.0% 25.0% 25.0%
([#F&£E)) (INERERFEA
BE)
“Zhejiang Sunny Optical Intelligence Limited liability company
Technology Co., Ltd.
(“Sunny Optical Intelligence”)
WIHFEE N ERMARAA] BREFAF 0% 0% 12.5% 12.5%
((RFERXE])
*Qingdao Sunny Hengping Instrument Other limited liability company
Co., Ltd. (“Sunny Hengping
Instrument (Qingdao)”)
EERTHETEBARAA HipBREERA 25.0% N/A N/A N/A
(IRFEYESR (FB)]) TER T TiEA
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Name of Subsidiaries Type of Subsidiaries

2017 2018 2019 2020
(Expected) (Expected)

MELRERE MR N RER =B—t& ZE-N\F ZB-NE ZEBZEBF
(Fa88) (a8)

Sunny Optics (Zhejiang) Research Limited liability company
Institute Co., Ltd. (“Sunny Research (legal person sole
Institute”) investment)

BFEHXE ONL) HERERAF AREERR 25.0% 25.0% 25.0% 25.0%
([#FHER]) CEABE)

Yuyao Sunny Optical Intelligence Limited liability company
Technology Co., Ltd. (“Sunny Optical (legal person sole
Intelligence Yuyao”) investment)

SRR TERABRMERR BEREERA 25.0% 25.0% 25.0% 25.0%
Uﬁ%%%ﬁ%(%%ﬂ) CENBA)

*Ningbo Mei Shan Bao Shui Gang Qu Limited partnership
Sunxin Investment Partnership company
(Limited Partnership) (“Ningbo Sunxin”)

'ERBILRTERRS BRAEBEE N/A N/A N/A N/A
REERAREE (ARAE) A ~ER T TEmA
(IERRE])

Ningbo Mei Shan Bao Shui Gang Qu Limited liability company
Sunyi Investment Co., Ltd.

(“Ningbo Sunyi”)

ERBLATAEERBIREEEERRA BRELAA 25.0% 25.0% 25.0% 25.0%
(T2R%E])

Yuyao City Sunny Huitong Microcredit Limited liability company
Co., Ltd. (“Sunny Huitong”) (legal person sole

investment)

kR TER NEERERL BREMERA 25.0% 25.0% 25.0% 25.0%

(IBFER]) CENBE)

Companies recognised as Hi-Tech Enterprises prior to the balance
sheet date.

+  The Hi-Tech Enterprise Certification of the companies will expire on 31
December 2018, 31 December 2019 or 31 December 2020.

#  These companies were disposed during the period under review.

The partners of the company shall be responsible for the income tax
because it is a limited partnership company.

— The Company was recognised as Software Enterprise prior to the
balance sheet date, and entitled preferential policies of exemption from
enterprise income taxation for the first two years and reduction half for
the subsequent three years.
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The Group’s profit for the six months ended 30 June 2018
increased by approximately 2.5% or approximately RMB28.8
million to approximately RMB1,189.8 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 9.9% as of 30 June 2018 and was approximately
11.6% for the corresponding period of last year. The decrease in
net profit margin was mainly due to: (i) the year-on-year decrease in
gross profit margin of handset camera modules; and (i) net foreign
exchange loss amounting to approximately RMB201.0 million
resulting from the depreciation of RMB against USD, mainly caused
by the USD600.0 million bonds issued on 23 January 2018.

The profit for the period attributable to owners of the Company for
the six months ended 30 June 2018 increased by approximately
1.8% or approximately RMB20.5 million to approximately
RMB1,179.8 million as compared with the corresponding period of
last year.

For the year ended 31 December 2017, the dividends proposed
by the board (the “Board”) of the directors (the “Directors”) was
approximately RMBO0.661 (being HK$0.812) per share with a payout
ratio of approximately 25.0% of the profit for the year attributable to
owners of the Company and was paid in June 2018.

The Board does not recommend the payment of any interim
dividends for the six months ended 30 June 2018 (corresponding
period of 2017: nil).
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The table below summarises the Group’s cash flows for the six
months ended 30 June 2018 and 30 June 2017:

TREJAEERBE_ZT-N\FRA=THERK
TE—HFRA=ZTHIEREAASRENREERE
BME

For the six months ended 30 June
HEAA=THLXEAR

2018 2017
—E-N\F —E—+tF
RMB million RMB million
ARBBEER ARBEET
Net cash from operating activities
KRERSMERIFRE 599.6 578.5
Net cash used in investing activities
REETBMAR S HHE (3,495.3) (524.8)
Net cash from financing activities
MEEHAERCIFHE 3,137.9 144.1

The Group 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, bank borrowings and debt financing to meet its working
capital and other capital expenditure requirements in the short run.
In the long run, the Group will be funded by net cash from operating
activities, and if necessary, by additional bank borrowings, debt
financing or equity financing. There were no material changes in the
funding and financial policies of the Group for the six months ended
30 June 2018.

The Group’s balance of cash and cash equivalents was
approximately RMB1,497.2 million as at 30 June 2018, representing
an increase of approximately RMB270.3 million when compared to
the beginning of this year.

For the six months ended 30 June 2018, the Group’s capital
expenditure amounted to approximately RMB1,092.0 million,
which was mainly used for the purchases of property, plant and
equipment, acquisition of land use right, purchase of intangible
assets and other tangible assets. All of the capital expenditure was
financed by internal resources, debt financing and bank borrowings.

AEEEEESTRRETHERS REL RN
BRLFH BEFSRPAKERKBELEE
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Bank borrowings of the Group as at 30 June 2018 amounted
to approximately RMB1,486.6 million (31 December 2017:
approximately RMB1,347.9 million). As at 30 June 2018, no building
of the Group was pledged to secure banking borrowing granted (31
December 2017: Nil).

As at 30 June 2018, all bank borrowings were denominated mainly
in U.S. Dollars and Renminbi.

As at 30 June 2018, the Group had bank facilities of RMB2,626.0
million with Yuyao Branch of Agriculture Bank of China Limited,
RMB901.0 million with Yuyao Branch of Bank of China Limited,
RMB700.0 million with Ningbo Branch of The Export-Import
Bank of China, RMB500.0 million with Yuyao Branch of Bank of
Ningbo Co., Ltd., RMB200.0 million with Yuyao Branch of Bank of
Communication Co., Ltd., RMB80.0 million with Ningbo Branch of
Huaxia Bank Co., Limited, RMB50.0 million with Xinyang, Pingzhong
Street Branch of Industrial and Commercial Bank of China Limited,
RMB20.0 million with Zhongshan Branch of China Construction
Bank Corporation, USD90.0 million with BNP Paribas Hong Kong
Branch, USD30.0 million with BNP Paribas (Shanghai) Limited,
USD60.0 million with The Hong Kong and Shanghai Banking
Corporation Limited, Hong Kong Branch, USD30.0 million with
Ningbo Branch of HSBC Bank (China) Co., Limited and USD50.0
million with Overseas-Chinese Banking Corporation Limited, Hong
Kong Branch.
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As at 30 June 2018, the debt security of the Group amounted to
approximately RMB3,931.2 million.

The Group issued USD600.0 million bonds on 16 January 2018.
For details, please refer to Note 28 of the notes to the condensed
consolidated financial statements.

The gearing ratio of the Group by reference to the total debt to total
book capitalisation ratio (total book capitalisation means the sum of
total liabilities and shareholders’ equity) was approximately 26.7%,
reflecting that the Group’s financial position was at a sound level.

As at 30 June 2018, the Group did not have any material contingent
liabilities or guarantees.

The Group adopts prudent funding and treasury policies. The Group
will seek bank borrowings and debt financing when operational
needs arise and review its position of bank borrowings and debt
security regularly to strive for a stable and healthy financial position.

As at 30 June 2018, the Group did not have any pledge or charge
on assets, except for the pledged bank deposits of approximately
RMB355.3 million. For details of the pledged bank deposits, please
refer to Note 23 of the notes to the condensed consolidated
financial statements.
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As at 30 June 2018, the capital expenditure of the Group in respect
of purchases of property, plant and equipment contracted for but
not provided in the condensed consolidated financial statements
amounted to approximately RMB737.2 million (31 December 2017:
approximately RMB789.6 million).

As at 30 June 2018, the Group had no other capital commitments
save as disclosed above.

As at 30 June 2018, the Group did not enter into any material off-
balance sheet transactions.

The Group’s investing activities mainly include the purchase and
redemption of financial assets 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,
plant and equipment. In particular, such purchase and redemption
of financial assets at fair value through profit or loss involve debt
investments, equity investments, fund investments, and unlisted
financial products and structured deposits. Among which the fund
investments are managed by the relevant financial institution to
invest principally in debt securities linked to the performance of
the underlying senior debt, and the unlisted financial products
are managed by related banks in the PRC to invest principally in
certain financial assets including bonds, trusts and cash funds,
etc. and the return of the unlisted financial products is determined
by reference to the performance of the underlying government
debt instruments and treasury notes. For the six months ended 30
June 2018, the Group’s investments amounted to approximately
RMB1,092.0 million, which mainly involves the purchases of
machinery and equipment, as well as the initial production
settings of new products, acquisition of land use rights, purchase
of intangible assets and necessary equipment configurations of
new projects. These investments enhanced the Group’s R&D and
technology application capabilities and production efficiency, and
thus expanded the sources of revenue.

The Group adopts prudent financial policies, having its investment
projects mostly capital-protected with fixed income, so as to strive
for a stable and healthy financial position while improving the
returns. The Group did not and has no plan to use any financial
instrument for hedging purposes and will continue to fund its future
investments from its own financial resources.

Looking forward, the Group intends to further invest to enhance its
competitiveness.
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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. The rising of interest
rates increases the costs of both existing and new debts. For the
six months ended 30 June 2018, the effective interest rate on fixed-
rate bank borrowings was approximately 3.92% per annum, while
the effective interest rate on variable-rate bank borrowings was
approximately from 2.73% to 3.92% per annum.

The Group exports a portion of its products to and purchases a
considerable amount of products from international markets where
transactions are denominated in U.S. dollars or other foreign
currencies. Please refer to the information of the Group’s foreign
currency options and forward contracts at Note 19 of the notes to
the condensed consolidated financial statements. Except certain
investments which are in line with the Group’s business and which
are denominated in foreign currencies, the Group did not and has
no plan to make any foreign currency investment.

The Group’s financial assets include derivative financial assets,
bank balances and cash, pledged bank deposits, short-term fixed
deposits, financial assets at fair value through profit or loss, trade
and other receivables, amounts due from related parties, available-
for-sale investments, equity instruments at fair value through other
comprehensive income, and debt instruments at amortised cost,
which represent the Group’s maximum exposure to credit risk in
relation to financial assets.
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In order to reduce the credit risk in relation to trade receivables,
the management has delegated a team which is responsible for the
determination of credit limits, credit approvals and other monitoring
procedures to ensure that appropriate follow-up actions are taken
to recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at the end of each
reporting period to ensure that adequate impairment losses are
made for irrecoverable amounts. Therefore, the Directors consider
that the Group’s credit risks have been significantly reduced. The
amounts presented in the consolidated statement of financial
position are net of allowances for bad and doubtful debts, estimated
by the management based on prior experience, their assessment of
the current economic environment and the discounted cash flows to
be received in future.

The Group has no significant credit concentration risks since its
trade receivables are dispersed to a large number of counterparties
and customers. The credit risk on liquidity is limited because
majority of the counterparties of the Group are banks with high
credit-ratings as rated by international credit-rating agencies.

The Group had a total of 14,889 full-time employees as at 30
June 2018, including 6,919 management and administrative staff,
7,323 production workers and 647 operation supporting staff. The
full-time employees decreased by 47.8% compared with 28,540
employees as at 31 December, 2017, primarily because the Group
outsourced part of its manufacturing in order to enhance the
management of manufacturing employees, so that the number of
manufacturing employees correspondingly decreased. In order
to retain outstanding talents, with reference to the performance
of the Company and individual employees, the Group offered its
employees a competitive remuneration package which includes
salaries, medical insurance, discretionary bonuses, other employee
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 (“Restricted Share Award Scheme”), for the purposes of
providing incentives and rewards to eligible employees to recognise
their contribution to the Group, so as to enhance their ownership
spirits. For the six months ended 30 June 2018, no share option
was granted or agreed to be granted by the Company under the
Scheme. In addition, during the six months ended 30 June 2018,
530,440 shares were granted to eligible participants in accordance
with the Restricted Share Award Scheme.
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Adhering to the mission of ensuring the continuous improvement
and expansion of the Group, the management team of the Group
led all staff to persevere and strove to make further progress with
constant exploration and innovation. As a result, all aspects of
business of the Group has achieved a sound development. During
the period under review, the Group had a satisfactory performance.
Although the global economic growth remains uncertain, the Group
still holds the fundamentally optimistic attitude towards its full-year
operations as it was in the beginning of the year. The Group has
been accelerating the transformation and upgrade of its various
businesses, and has been continuing to implement its development
strategies decided at the beginning of the year.

1. Continue to consolidate the Group’s leading position in the
market by improving and expanding its existing advantageous
businesses and further improving its competitiveness in the
market

During the period under review, the Group maintained the
following advantages:

e unswervingly intensifying the R&D of and investment
in key technologies to maintain its leadership in
product performance and thus to build technological
competitiveness;

e promoting the development and optimisation of
manufacturing process practically, speeding up and
improving the process of production line automation to
ensure production efficiency and product quality and thus
to build manufacturing competitiveness;

e Kkeeping propelling lean manufacturing management and
optimising management functions and processes so as to
improve production line flexibility and product delivery ability
and thus to build management competitiveness;

e enhancing supply chain construction constantly and
improving purchase efficiency significantly so as to reduce
purchase cost effectively and thus to build competitiveness
of supply chain.

By building aforesaid competitiveness in several aspects, the
Group will further form an overall competitive edge and improve
its market position.
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Continue to deepen “Two Transformations” and accelerate the
incubation and growth of existing new businesses to provide
customers with better product portfolios

The Group will speed up the R&D and business growth of
existing new products in the markets such as AR/VR, 3D
structured-light and key optical components of vehicle HUD.
Leveraging its technological advantages and industry foundation
in early stage, the Group will take the lead in launching mature
products to gain market share and achieve industry leadership.
In addition, the Group will further integrate its advantageous
resources and focus on key market segments. Based on its
in-depth analysis and understanding of market demands, the
Group will strive to develop generic and extensible products
that are in demand in the industry. In the meantime, the Group
needs to actively develop the marketing modes for existing
new business fields, make its organizational structure and
staffing more suitable for new business development in the
new markets, and achieve major breakthroughs and substantial
growth in key market segments.

Continue to take customers’ needs as the center and
technology as the guide to explore new fields and cultivate new
growth points of businesses for the Group

In the second half of 2018, the research institute of the Group
will actively explore new technologies and new fields as a
technology leader to implement more new technologies and
lead the R&D capability of the Group to a new level, so as to
grasp new trends and open new markets for the Company.
To this end, the research institute of the Group will practically
strengthen the communication and cooperation with marketing
and R&D departments of various business units. At the
same time, it will keep enhancing the communication and
cooperation with external enterprises and institutions to achieve
advantageous complementation and promote the transformation
of R&D achievements into reliable products and launch them in
the markets, so as to cultivate new growth points of businesses
for the Company.
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Continue to improve talent introduction and cultivation
mechanism, actively promote enterprise culture construction
and provide an important guarantee for sustainable development
in the future

The development of enterprises is inseparable from talents.
The Group will continue to strengthen the introduction of high-
level talents, especially the top talents including industry leaders
and technological leaders. In the meantime, the Group will
also enhance the employment and reserve of fresh graduates
to build a talent cultivation system which features a smoother
growth, more scientific mechanism and sounder management
through further improvement of the talent cultivation mechanism
to keep consolidating the talent base of the Group continuously.
Meanwhile, all the staff will continue to take the opportunity
of in-depth study of “Practice and Exploration” to continue to
promote the unified understanding of “Prevention of Slackness
and Keeping Motivated”. By exchanging, understanding,
implementing and executing the Group’s culture at a deeper
level, deficiencies which are often associated with large
enterprises such as organisational rigidity and departmental
estrangement bred in enterprise development will be effectively
prevented and thus the health and vitality of Sunny Optical as
an organism will be ensured.

In addition, the Group continued to actively promote the
building of school-enterprise cooperation. In the afternoon of 23
June 2018, the establishment ceremony of the Intelligent Optical
Joint Research Center of Zhejiang University and Sunny Optical
was ceremoniously held in the Group. In the future, the two
parties will jointly build a world-class base of scientific research,
talent cultivation and technology radiation.
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The Company is empowered by the applicable Cayman Islands
Companies Law and the Company’s 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 of Hong Kong Limited
(“Stock Exchange”). There was no purchase, sale, redemption
or writing-off by the Company or any of its subsidiaries, with
the exception of the trustees of the Restricted Share Award
Scheme, of the Company’s listed shares during six months
ended 30 June 2018.

On 25 May 2007, the Company adopted the share option
scheme for the purpose of providing incentives and rewards
to eligible participants who have made great contribution
to the success of the Company. Eligible participants of the
Scheme include, without limitation, employees, Directors and
shareholders of the Group. There was no share option of the
Group exercised from the beginning and until the end of the
period under review. For the six months ended 30 June 2018,
no share option (i) has been granted or agreed to be granted to
any person; (i) has been exercised by any person; (i) has been
cancelled; and (iv) has been forfeited under the Scheme.

On 22 March 2010 (the “Adoption Date”), the Board 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 staff as well as motivating and retaining its
current talents. 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 are set out in Note 30 of the
notes to the condensed consolidated financial statements.
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For the six months ended 30 June 2018, details of movements
of the shares under the Restricted Share Award Scheme were

Eht

Aﬁ%xﬂ -#Eﬁydlﬂ'Az@%Wx

as follows:
Fair value of Number of Shares
each share RHEE
(Note 1) As at Granted Vested Forfeited As at
SRKM 1 January 2018 during the during the during the 30 June 2018
Date of grant ZDAE  RIBE-N\E period period period RIE-N\E Vesting period
BTAH (H&E1) -A-H RERRY REREE RERE R ~A=1H HRH
HK$
B
7 May 2010 1.64 - - - - - From 6 May 2014 to
6 May 2015
“T-TFERALH “Z-WERANEE
“Z-1FRAKNH
14 March 2011 2.67 - - - - - From 13 March 2014 to
13 March 2015
ZE——§=ATEA “I-MEZA+ZHE
“Z-1%=A+=H
18 August 2011 1.64 - - - - - From 17 August 2014 to
17 August 2015
“Z—%#\A+/\H ‘*‘—Ei}\ﬂﬂ'tﬁi
“E-RFNATtH
14 March 2012 2.70 - - - - - 13 March 2016
I R L= “Z-"5=At+=H
17 August 2012 3.08 - - - - - From 16 August 2015 to
16 August 2017
“E-ZFN\ATtA “Z-1%\A+5HE
“Z—+E\A+/H
21 December 2012 512 - - - - - 20 December 2016
ZE-ZF+ZA=T-H ZZE-"ETZA=TH
9 March 2013 8.10 - - - - - 8 March 2017
—Z-=F=ANH —Z-tF=A/\H
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Fair value of

Number of Shares

each share O
(Note 1) As at Granted Vested Forfeited As at
SRERHA 1 January 2018 during the during the during the 30 June 2018
Date of grant ZDAE  RIBE-N\E period period period RIE-N\E Vesting period
RTHH (&) -F-H RERE REREE RERRK ~NAZTH HEH
HK$
BT

13 August 2013 8.69 - - - - - From 12 August 2016 to
12 August 2017

“T-Z§/\A+2H “EFRF\ATZRE
“Z—+ENAt+ZH

22 QOctober 2013 7.79 - - - - - 21 October 2017
ZF-CFTAZTCA ZFEFTAZT-A
11 March 2014 7.19 852,125 - (767,125) (85,000) - 10 March 2018
~2-mE=At-A ~2- )= +A
15 August 2014 9.74 880,600 - - (30,000) 850,600 From 14 August 2017 to
14 August 2018

“E-mENA+RA “T—tE/\AtHAZE
ZZ-\EN\A+HWA

21 October 2014 12.46 55,000 - - - 55,000 20 October 2018
ZE-WETAZT-A ZE-\ETAZTH
9 March 2015 14.30 523,000 - (261,500) - 261,500 8 March 2019
“Z-1%=ANA —Z-nE=ANR
26 May 2015 17.8 - - - - - 25 May 2017
“Z-1FRAZ1+RA “E—+FRA-11A
24 August 2015 12.26 780,500 - - - 780,500 23 August 2019
“Z-REN\AZTIEA “Z-NENAZT=H
15 November 2015 17.76 189,005 - - - 189,005  From 14 November 2017 to

“Z-8%t+-At+hA
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Fair value of Number of Shares

each share PO

(Note 1) As at Granted Vested Forfeited As at

SRKH 1 January 2018 during the during the during the 30 June 2018
Date of grant ZDAE  RIBE-N\E period period period RIE-NE Vesting period
RTHH (&) -A-H RERR L REREE RERE R ~A=TH HEH

HK$
B

15 April 2016 24.25 1,007,750 - (1,004,181 (3,569) - 14 April 2018
“E-"FHmAt+hA -/ \ERA+NA
15 November 2016 37.45 361,056 - - (16,683) 344,373 From 14 November 2018 to
14 November 2019
Y s il = —Z-\E+—RATHEEZE
ZE-NE+-ATREA
18 April 2017 55.20 1,065,459 - (529,160 (14,533) 521,766 17 April 2019
“Z—+EMA+NR “Z-NERA+ER
30 June 2017 70.00 203,994 - - (2,215) 201,779 29 June 2020
ZE—+F A=TH ZZ-ZFESAZTNE
15 November 2017 140.10 142,666 - (1,331) (4,994) 136,341 14 November 2019
“F-tE-A1ER ~E-AF-AtAA
16 April 2018 156,00 - 530,440 - (8,880) 521,560 15 April 2020
—“Z-\FMA+A “Z-ZENMA+RA

6,061,155 530,440 (2,563,297) (165,874) 3,862,424

Note:

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

(2) According to the Group’s internal policy, the shares which have been
granted to the employees (to be promoted later) but not yet vested, will
remain unvested during the promotion year and be carried forward to the
next year after promotion.

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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As at 30 June 2018, so far as the Directors are aware of, the RZF—N\FXA=F+H BEEHA T

following persons or institutions have beneficial interests or short 7\,5\’JAi%&}%%%ﬁﬁ%%ﬁﬁé}iﬁﬂ%’571 %5%3
positions in any shares or underlying shares of the Company zﬂ%%,ﬁfﬂ;\1\%{5@(({%’/&%&%@&{%%%) =XV
which would fall to be disclosed to the Company under the B 52835 B E R ﬂﬁ@ﬁ%ﬂa‘g # B 19
provisions of Divisions 2 and 3 of Part XV of the Securities and SR B AR A AL B R *gﬁ?jﬁg C B E
Futures Ordinance, Chapter 571 of the Laws of Hong Kong &/ﬁféﬁi?%ﬁﬁﬂﬁéffTﬂ’|%ﬁTE$%E
(*SFO”), or who is directly and/or indirectly interested in 10% or TEJE{”@EXE@ﬂﬁﬁ%ﬁ@&%‘%ﬁ’ﬂ&ﬁ%ﬁ%lj B
more of the nominal value of any class of share capital carrying AREE10%MA L -

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 Shares shareholding
£ #/ %8 ERER RGEE  BRESEIN
Sun Xu Limited (“Sun Xu") Long position Beneficial owner 389,091,927 35.47%
RIBERAR (58] ia ERBAA
Sun Ji Limited (“Sun Ji") Long position Interest in a controlled corporation (Note 1) 389,091,927 35.47%
REERLE ((RE]) iE REEEEs (M)
Mr. Wang Wenjian Long position Beneficial owner (Note 2) 81,609 0.01%
IXERE iE EniAA (32)
Long position Beneficiary and founder of a trust (Note 3) 33,664,133 3.07%
i#a BRXRARKIA (H53)
Long position Trustee and Beneficiary of a trust (Note 4) 389,091,927 35.47%
e BRZEARTRA (WiH4)
TMF Trust (HK) Limited Long position Trustee of a trust (Note 5) 389,091,927 35.47%
EBRETRE (F8) ARAA iE REERFEA (H5)
Mr. Ye Liaoning Long position Beneficial owner (Note 6) 2,200,658 0.20%
ERERE iE 23 INUIED)
Long position Beneficiary of a trust (Note 7) 389,091,927 35.47%
iE FrERaA (MH7)
Mr. Sun Yang Long position Beneficial owner (Note 8) 40,658 0.01%
Rt fFe EniA A (fi328)
Long position Beneficiary of a trust (Note 9) 389,091,927 35.47%
ia BFEZAA (M)
Mr. Wang Wenjie Long position Beneficial owner (Note 10) 1,495,431 0.14%
FXRESE A EadAA (F1510)
Long position Beneficiary of a trust (Note 11) 389,091,927 35.47%
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Notes:

M

As Sun Ji owns more than one-third of the voting power of general
meetings of Sun Xu, Sun Ji is deemed to be interested in the
389,091,927 shares held by Sun Xu under the provisions of SFO.

Mr. Wang Wenjian, as a grantee, is taken to be interested in the
81,609 shares granted under the Restricted Share Award Scheme.

Mr. Wang Wenijian is the beneficiary and founder of the Sun Guang
Trust*. The Sun Guang Trust* is a trust on the entire issued share
capital of Sun Guang Limited (“Sun Guang”), which owns 3.07%
of the issued share capital of the Company. Accordingly, Mr. Wang
Wenjian is deemed to be interested in 33,664,133 shares held by
Sun Guang under the SFO.

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, under which he is one of the beneficiaries
and is entitled to 1.72% of the beneficial interest. The Sunny Group
Employee Offshore Trust is a trust on the entire issued share capital
of Sun Ji, which owns 100.00% equity interest in Sun Xu, which
in turn owns 35.47% of the issued share capital of the Company.
Accordingly, Mr. Wang Wenjian is deemed to be interested in
389,091,927 shares held by Sun Xu under the SFO.

As TMF Trust (HK) Limited is one of the two trustees (together
with Mr. Wang Wenijian) of the Sunny Group Employee Offshore
Trust, TMF Trust (HK) Limited is deemed to be interested in the
389,091,927 shares held by Sun Xu under the SFO.

Mr. Ye Liaoning, as a grantee, is taken to be interested in the
2,200,658 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 7.88% 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 100.00% equity interest in Sun
Xu, which in turn owns 389,091,927 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 389,091,927 shares under
the SFO.
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Mr. Sun Yang, as a grantee, is taken to be interested in the 40,658
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 1.49% 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 100.00% equity interest in Sun
Xu, which in turn owns 389,091,927 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 389,091,927 shares under the
SFO.

Mr. Wang Wenjie, as a grantee, is taken to be interested in the
1,495,431 shares granted under the Restricted Share Award
Scheme.

Mr. Wang Wenjie is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 4.99% 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 100.00% equity interest in Sun
Xu, which in turn owns 389,091,927 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 389,091,927 shares under the
SFO.

Chinese translation of Sun Guang Trust (“Z& Yt {& #&”) is for
identification purpose only

Save as disclosed above, as of 30 June 2018, none of the

shareholders 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.
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As at 30 June 2018, the interests and short positions of the RZZE—N\FRNA=ZTH  BRERAQRIE(E

Directors and chief executives in the shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), as
recorded in the register maintained by the Company pursuant
to section 352 of the SFO, or as otherwise required to notify the
Company and the Stock Exchange pursuant to the Model Code

for Securities Transactions by Directors of Listed Companies KRBT
(the “Model Code”), were as follows:

= KB E GG E3521k1F B 2 B Fra

B SRBELTRAREFTETESFL %ZTT
R ((BEFR]) REMAME AR
BMEXMZEERTETRAERALRR 7‘JZ

HEMMEBEE (TR (BEHZEHBEER)
SEXVER) B R D

- BB RESFA S R

Approximate

Name of Long/short Number of percentage of
Name Corporation position Type of interest Shares  shareholding
£ EEERE %/ %R BREH ROBE HRELEDIL
Mr. Wang Wenjian The Company Long position Beneficial owner (Note 1) 81,609 0.01%
INELE /NG e EREAA (M)
The Company Long position Beneficiary and founder of a trust (Note 2) 33,664,133 3.07%
/NG e EERHEARKILA (F:2)
The Company Long position Trustee and Beneficiary of a trust (Note 3) 389,091,927 35.47%
AR7 e EREEFEAREHA (H53)
Mr. Ye Liaoning The Company Long position Beneficial owner (Note 4) 2,200,658 0.20%
REERAE Fi/NG] e EREBA (M)
The Company Long position Beneficiary of a trust (Note 5) 389,091,927 35.47%
V/NG] HE EEREA (f55)
Mr. Sun Yang The Company Long position Beneficial owner (Note 6) 40,658 0.01%
vt P/NG] e EREBA (H3t6)
The Company Long position Beneficiary of a trust (Note 7) 389,091,927 35.47%
PN HHE EEEmA (7)
Mr. Wang Wenjie The Company Long position Beneficial owner (Note 8) 1,495,431 0.14%
EXREE PN e EREBA (H3t8)
The Company Long position Beneficiary of a trust (Note 9) 389,091,927 35.47%
PN/ HE EEEmA (o)

REXRBRE (KE) ARARA -' .
2018 REIRE . 33



Notes:

(1) Mr. Wang Wenjian, as a grantee, is taken to be interested in the 81,609
shares granted under the Restricted Share Award Scheme.

(2) Mr. Wang Wenjian is the beneficiary and founder of the Sun Guang
Trust*. The Sun Guang Trust* is a trust on the entire issued share capital
of Sun Guang Limited (“Sun Guang”), which owns 3.07% of the issued
share capital of the Company. Accordingly, Mr. Wang Wenijian is deemed
to be interested in 33,664,133 shares held by Sun Guang under the
SFO.

(8) 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, under which he is one of the beneficiaries and is entitled
to 1.72% of the beneficial interest. The Sunny Group Employee Offshore
Trust is a trust on the entire issued share capital of Sun Ji, which owns
100.00% equity interest in Sun Xu, which in turn owns 35.47% of the
issued share capital of the Company. Accordingly, Mr. Wang Wenjian is
deemed to be interested in 389,091,927 shares held by Sun Xu under
the SFO.

(4) Mr. Ye Liaoning, as a grantee, is taken to be interested in the 2,200,658
shares granted under the Restricted Share Award Scheme.

(5) Mr. Ye Liaoning is the beneficiary of the Sunny Group Employee
Offshore Trust, under which he is entitled to 7.88% 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 100.00% equity interest in Sun Xu, which
in turn owns 389,091,927 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 389,091,927 shares under the SFO.

(6) Mr. Sun Yang, as a grantee, is taken to be interested in the 40,658
shares granted under the Restricted Share Award Scheme.
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Mr. Sun Yang is a beneficiary under the Sunny Group Employee Offshore
Trust, under which he is entitled to 1.49% 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 100.00% equity interest in Sun Xu, which in turn
owns 389,091,927 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
389,091,927 shares under the SFO.

Mr. Wang Wenjie, as a grantee, is taken to be interested in the
1,495,431 shares granted under the Restricted Share Award Scheme.

Mr. Wang Wenjie is a beneficiary under the Sunny Group Employee
Offshore Trust, under which he is entitled to 4.99% 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 100.00% equity interest in Sun Xu, which
in turn owns 389,091,927 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 389,091,927 shares under the SFO.

Chinese translation of Sun Guang Trust (“Z2¢15#E”) is for identification
purpose only

Other than as disclosed above, none of the Directors or chief

executives had other interests or short positions in any shares,

underlying shares or debentures of the Company or any of its

associated corporations as at 30 June 2018.
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The Directors recognise the importance of incorporating
elements of good corporate governance in the management
structure and internal control procedures of the Group so
as to achieve effective accountability and to maximise the
shareholders’ benefits.

For the six months ended 30 June 2018,
complied with all code provisions and adopted most of the

the Company

recommended best practices of the Code on Corporate
Governance (“Corporate Governance Code”) contained in
Appendix 14 to the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”).

The Board acknowledges the significance of establishing
and maintaining an effective system of internal control and
risk management. The Group has an effective internal audit
department in place which reports to the management and
the audit committee of the Board. It reviews the systems of
the Group, covering all business units of the Group, including
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,
and has been provided with adequate resources, trainings
and budgets, so as to implement the Group’s accounting and
financial reporting functions.

To strengthen its risk management control, the Group has set
up a risk management group 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 during the period under review.
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The Company has adopted the Model Code as set out
in Appendix 10 of the Listing Rules. After having made
specific enquiries to all Directors with regard to the securities
transactions, all Directors have confirmed their compliance with
the requirements set out in the Model Code regarding Directors’
securities transactions throughout the six-month period ended
30 June 2018.

To demonstrate 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 businesses of different departments of the Group.
The CSR objectives and environmental, social and governance
standards have been integrated into their operations and
activities.

The Group pays close attention to issues related to the
conflict minerals*. The raw materials used by the Group have
been certified by the customers, and are in compliance with
customers’ requirements without any substances belonging to
conflict minerals. On the other hand, the Group has managed
suppliers in this respect. According to communication with
suppliers and investigation on suppliers, no materials involving
conflict minerals had been found to be used.

Although the Group is not in the highly polluting industries
with an urgent need for clean technologies, it still gives full
consideration to requirements of environmental protection
during the production and operation activities, and complies
with various kinds of international environmental policies and
regulations. In addition, the Group has achieved the goals
of environmental protection, energy conservation, emissions
reduction and sustainable development by three approaches
including production process improvement, resource reuse
and introduction of new equipment. For example, the Group
uses physical methods instead of Ammonium hydrogen fluoride
solution, to remove the fixture film after the coating process in
order to reduce the emission of harmful substances; it recycles
and processes the concentrated liquor produced by pure water
manufacturing and uses it for cooling tower and cleaning and
others for the purpose of saving water; it replaces oil diffusion
pumps with more energy efficient molecular pumps in coating
machine to reduce the consumption of electric power.

*

Conflict minerals: minerals that are exploited from the conflict areas
in Africa controlled by the non-governmental army.

ARAEERA ETRRIM S B EES
- RAMBAEFHFLERESRXZNWALR
TR 2REFCHER HREBE_F—
NERA=ZTBERNEABBRA-—BEETE
ETRFFEBRESEFRINHTE

ERBESHETEELERE ([L¥LE
BE) R AREEEEEES A
EBWBER EREER USAKEND
EHSREERBEARLIRE  HeMERRE
MAHRLZES -

AEBEFFERTREYOEE - NEEPT
ERNRMBERETEPHRE  TaEP
2 BIUBERERBEVONE - 5—7
m AKREBHHEERET T EMNERE -
REFEHRERNBSBENALE  KBERERY
K B REEY B A o

HAREEWRARAELFERMBEYE
KHWEBANITE  BNELEELEERHT
ADERIRRNBFR - BRESHEBRIRR
BR AR WRBKELETE  BR-
RFA - RAFRBEZBRTEIRRR
& HRERPERAI S ERRNB M - Lo
EEBRIFZAMETARERCTRER
R ERER DB EMEOBE  HEEK
SU4E B A AR B R 0 YRR IR 1R A Y% AR
BRE  ERTEHHKERNBH  EER
M ERE RN D FRAE RIRAY HE
BCR - B T ENHERE o

* ERTEY) RN IEBUN E L G A E R i &
BRI - .
BEXBHE (KE) BRAR :

2018 s - Of



: 38

The Group recognizes that it is very important to manage
the safety of chemical substances. Therefore, there are
corresponding mechanisms within the Group that control
the highly regarded chemical substances in the products, for
example, passing through QC080000 certification, which already
includes requirements for the chemical substances requiring
high attention from the Regulation on Registration, Evaluation,
Authorisation and Restriction of Chemicals (the “REACH”) of the
European Union. On the other hand, the Group has a dedicated
person responsible for collecting and tracking changes in the
corresponding laws and regulations of different countries and
regions.

In accordance with the laws and regulations, the Group
provides employees with reasonable welfare including salary,
bonus and social insurance and also set up Regulations
on Salary Management ((Gr Bi & #£ %) £)) , Regulations on
Welfare Management ({f& #] & 2 #| £)) and Measures for
Accommodation and Housing Allowance ({{F 7& M {* & # 8
#%)) in order to implement each specific task. In order to
enrich sparetime life of employees, the Group invests special
fund in renting activity space and installing various fitness and
entertainment facilities relating to basketball court, badminton
court and so on. In order to facilitate employees’ commute, the
Group actively advanced the use of the shuttle bus and opened
11 commute shuttle bus lines through cooperation with bus
companies. The Group has a trade union organization managed
by dedicated persons. During the period under review, the trade
union cooperated with the subsidiaries to carry out a variety
of activities, including the Talent Show Talent Competition, the
Single Youth Dating Salon, the badminton competition and
Yuyao Day Tour for newly enrolled college graduate, which
won acclaim from the employees. Through the efforts above,
the 2017 employee satisfaction survey score increased by
1.83 points compared with 2016. On the other hand, the
Group realizes the potential risks of having a large number of
employees. Therefore, the Group has formulated the Emergency
Response Management and Emergency Response Plan for

Z%)) to respond to strikes or productivity reduction caused by
employees’ dissatisfaction with their work status. The Group
has not experienced any such incidents so far.
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During the period under review, the Group continued to
strengthen professional trainings for employees of all levels and
all professions to improve the professional levels of the core
persons in various professions. Targeting at 11 professions
such as R&D technology, technical management, manufacturing
technology, marketing and business management, etc., the
Group has respectively offered over 10 courses such as Key
Issues in Purchasing Management and Solutions, Key Account
Marketing, Business Negotiation Techniques and Quality Cost
Analysis, etc. In order to meet the demand of talent gradient
development, the Group has carried out programmes for
various levels of management including Yulang Programme for
middle management and Chengfeng Programme for front-line
management, with a view to improving their management skills
from prospectives including self-managing, team managing,
task managing and time managing. Facing the 2018 college
students, the Group organized over 10 Chenghui Programmes
for fresh college students to help them speedily transform from
a “campus person” to a “business person”.

During the period under review, the Group continued to actively
make investments in and give support to public welfare, such
as charity and education, to perform its social responsibilities
and obligations. The Group actively promoted and responded
to the call of the municipal blood donation office with 393
employees eligible for blood donation successfully donated
blood, and the total blood donations amounted to 120,900 ml.
Both the number of volunteer blood donors and the total blood
donations reached new heights since the Group started to carry
out voluntary blood donation activities. In addition, the Group
organized party member and volunteer activities to deliver care
and warmth to lonely elderly people in Zhongshan and children’s
welfare homes in Yuyao to shoulder its social responsibilities
with practical actions. The Group also raised donations of
RMB24,566 by carrying out student assistance activities and
carried out charity sales, and funded the donations to the
Central Primary School of Dalan Town on the foothills of Siming
Mountain in Yuyao (8#kPUBAILEE K= EH 0/ NE) and Huining
Modern Science and Technology Vocational School in Gansu
(HEReERAREBEER), enriching the forms and contents
of student assistance activities and continuously conveying
positive spirits to the society.
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The Company’s audit committee consists of three independent
non-executive Directors (namely Mr. Zhang Yuging (committee
chairman), Mr. Feng Hua Jun and Mr. Shao Yang Dong) (“Audit
Committee”). The Audit Committee, together with our external
auditor, has reviewed and discussed about relevant issues such
as audition, internal control and financial statements, which
include review of unaudited condensed consolidated financial
statements for the six months ended 30 June 2018. Members
of the Audit Committee agree with the accounting treatments
adopted in the preparation of the condensed consolidated
financial statements.

The Company deeply understands that shareholders are
entitled to have a better understanding of the business and
prospect of the Group. Therefore, the Company always makes
active communication with investment community (including
both institutional and individual investors). Shareholder
communication policy has been adopted to regulate and
promote the efficient and sound communication among the
Company, its shareholders and other stakeholders. The policy
can be accessed on our website.

The Company provides investors with its communications
every month, so as to improve the transparency of the Group.
Immediately after its publication of annual results in March
2018, the Company has held an investor presentation of annual
results in Hong Kong, and has attended a number of one-
on-one investor meetings around the world, which include 1
reverse roadshow, 5 non-deal roadshows, 9 investors’ forums
and conferences, and received 40 investor-visits in Yuyao
headquarters, so as to keep close contact with the investors.

Shareholders are recommended to regularly visit our website
(www.sunnyoptical.com) for the latest information of the Group.
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TO THE BOARD OF DIRECTORS OF

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

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 43 to 114, which comprise the
condensed consolidated statement of financial position as of 30
June 2018 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.

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

ERGRS M B HRRFARS

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

13 August 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

For the six months ended

30 June
BEXA=t+HLAEA
2018 2017
—E-N\F —E—tF
NOTES RMB’000 RMB’000
Bt aE ARBTT ARETTT
(unaudited) (unaudited)
(REEZ) (REEEZ)
Revenue YA 3 11,976,354 10,031,683
Cost of sales $H& kA (9,656,294) (7,961,965)
Gross profit EF 2,320,060 2,069,718
Other income HAth Uz 4 191,603 65,250
Other gains and losses £ fth Uz K& E518 5 (173,722) 64,800
Impairment losses, net of reversal JBEEIE - F58 (1,398) 47,269
Selling and distribution expenses 48 &% 45 &2 (95,454) (104,686)
Research and development expenditure & 2% fd 52 (544,462) (535,015)
Administrative expenses TTH 32 (184,109) (182,397)
Share of results of associates 7 1f B & A &) B 45 (9,283) (4,762)
Finance costs B & XA (90,858) (22,146)
Profit before tax B %% Al 71 1,412,377 1,398,031
Income tax expense FT157: 5 5% 6 (222,620) (237,035)
Profit for the period B8 A% ) 8 1,189,757 1,160,996
Other comprehensive income: Hth & E S
Items that will not be reclassified to profit or l0ss:
BT EESHERmEA -
Fair value gain on investments in equity instruments at fair value through
other comprehensive income (“FVTOCI”) 2,811 -
BAnBEst ARME2ERE (RAREG AREMEEWE])
iR TAREZ AnEKE
Items that may be reclassified subsequently to profit or loss:
HiZAf 7 E B E A
Exchange differences arising on translation of foreign operations 957 599
BB BINETS PR O BE L Z 58
Other comprehensive income for the period Ef R E th 2 4 &5 3,768 599
Total comprehensive income for the period HiA2 U8 5 42 28 1,193,525 1,161,595
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 &%= —ZE— \E XA =+H1~1EA

For the six months ended

30 June
BEARA=THLEAREA
2018 2017
—E-N\F —E—+tF
NOTES RMB’000 RMB’000
B 5T ARET ARBTT
(unaudited) (unaudited)
(REBEZ) (RgeEZ)
Profit for the period attributable to: FEAEEIRE F :
Owners of the Company A2 A% H 1,179,794 1,159,246
Non-controlling interests JE#Z i #e25 9,963 1,750
1,189,757 1,160,996
Total comprehensive income attributable to: FE{L & E WS 42758 -
Owners of the Company A2 A% E 1,183,341 1,159,499
Non-controlling interests FFi% % 25 10,184 2,096
1,193,525 1,161,595
Earnings per share — Basic (RMB cents) % &5 — EAX (ARKES) 9 108.03 107.37
- Diluted (RMB cents) — #8 (AR%5H) 9 107.61 106.68

:.. 44 .'-_ Sunny Optical Technology (Group) Company Limited
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AT 30 JUNE 2018 R=ZFE— &N NA=1+H

30 June 31 December
2018 2017
—E-N\F T —LkF
AA=+H +ZHA=+—H
NOTES RMB’000 RMB’000
BtEE ARET T ARBTFT
(unaudited) (audited)
(RBER) (rezEz)
NON-CURRENT ASSETS FHiB&EE
Property, plant and equipment ¥1% - #23 & 3% & 11(a) 3,234,247 2,585,922
Prepaid lease payments JA1 & 11(b) 208,201 162,928
Investment properties & )2 11(c) 51,885 54,080
Intangible assets #F & & 12 370,623 392,424
Interests in associates FAMH & N & H#E 2 13 115,312 124,595
Deferred tax assets #EER A E = 14 46,090 40,435
Deposits paid for acquisition of property, plant and equipment 15 695,999 594,992
HBEYHE  BBRRJEDZNONES
Available-for-sale investments a] {ft H &% & 16 = 129,373
Equity instruments at fair value through other comprehensive income
RARBEFAEMEEKGENEZTA 16 162,363 -
Debt instruments at amortised cost Z# K ANt EMEE THE 17 105,044 =
Financial assets at fair value through profit or loss
RAREGFABRNEREE 18(a)(b) 209,316 -
Deposits paid for acquisition of a land use right
FSUEE L ERAEE XS 3,823 3,823
Derivative financial assets $T4 4 g & & 19 4,852 2,283
5,207,755 4,090,855
CURRENT ASSETS REI&E
Inventories 7 & 20 2,804,215 2,621,844
Trade and other receivables and prepayment
B 5 N H A e R IR R B 5RIE 21 6,327,108 5,665,689
Prepaid lease payments A% 11(b) 5,461 4,515
Derivative financial assets T4 & g & E 19 11,073 1,092
Financial assets at fair value through profit or loss
BAnBErt A BB e REE 18(c)(d) 4,003,339 1,952,340
Amounts due from related parties [& Y8 A L+ 5008 32(c) 33,680 2,810
Pledged bank deposits & IR 1T1F R 23 355,312 140,288
Short term fixed deposits % 83 7E BA7F X 23 20,000 20,000
Bank balances and cash 17484 IR & 23 1,497,178 1,226,877
15,057,366 11,635,455
Assets classified as held for sale E|5 A EHFENEE 24 42,786 -
15,100,152 11,635,455

RTRBRE (RE) FRAR
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AT 30 JUNE 2018 R=ZZE—EFNA=+H

30 June 31 December
2018 2017
—E-N\EFE —E—tF
~A=tH +=-A=+—H
NOTES RMB’000 RMB’000
P EE ARET T ARBEFIT
(unaudited) (audited)
(RBERZ) (%)
CURRENT LIABILITIES g & &
Trade and other payables & 5 & E b f& {5 5078 25 6,046,971 6,182,802
Amounts due to related parties FE{REEE A L+ 3I8 32(c) 3,859 4,087
Derivative financial liabilities $74 & gt & (& 19 4,180 30,438
Tax payable &1 Fi1E = 101,494
Bank borrowings $R17E & 26 1,486,624 1,347,881
Contract liabilities 841 & & 99,174 =
Deferred income — current portion IEIEUE A — ENEAEE 27 31,952 38,788
7,672,760 7,705,490
NET CURRENT ASSETS #iBI & EFE 7,427,392 3,929,965
TOTAL ASSETS LESS CURRENT LIABILITIES 2&ERAHEARE 12,635,147 8,020,820
NON-CURRENT LIABILITIES kR B & &
Deferred tax liabilities BT B E & 14 273,094 106,895
Derivative financial liabilities £74 & Rt & & 19 3,745 2,697
Long term payables = #fE 718 25 362,852 347,294
Deferred income — non-current portion & IEW A — FEENEAEE 5 27 46,918 44,825
Bonds payable fE{T{&E % 28 3,931,200 =
4,617,809 501,611
NET ASSETS ¥EF{E 8,017,338 7,519,209
CAPITAL AND RESERVES B A K f#f&E
Share capital J&A 29 105,177 105,177
Reserves f# & 7,870,598 7,383,342
Equity attributable to owners of the Company AN 22 & % 5 fE {5 i 5 7,975,775 7,488,519
Non-controlling interests FF#% A% #E 25 41,563 30,690
TOTAL EQUITY #Ez=# %8 8,017,338 7,519,209
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Condensed Consolidated Statement of Changes in Equity

FOR THE SIX MONTHS ENDED 30 JUNE 2018 &% —

Attributable to owners of the Company

T

BAGESRESER

—NENA=1THIENEA

ARARRER
Shares Share FVTOCI
Statutory Discretionary held under award and 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
RAREHA
b2 AN
EERS REROED  ROKE  SIRNES
kx  RGEE  RRRG fife DEESBRE  BURE TIRENRG  HERE  RAERE  REEA B FERES &t
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
ARBTT ARETR ARBTR ARETT  ARBTR  ARETR ARBTT  ARBTR  ARETR ARETR ARETn ARETR ARETR
(Note a) (Note b)
(Fita) (Fzo)
At 1 January 2017 (audited)
RZE-t5-A-H (§5%) 105,177 481823 149,800 31,003 916 218,679 (151,620) 44,957 5749 3948771 4,895,255 18,087 4,913,342
Profit for the period & & - - 1,159,246 1,159,246 1,750 1,160,996
Exchange difference arising on translation
HEREENELZR - - - - = = o - 253 - 253 346 599
Total comprehensive income for the period
BrrEkELE - - = = = - - - 253 1,169,246 1,159,499 2,096 1,161,59%
Purchase of shares under share award scheme
RERN RE EEERD - - - - - - (71,131) - = = (71,131) N G RE)
Recagntion of equity-settled share-based payments
B EREERA MNTR - - - - - - - 45,573 - - 45,573 - 4553
Shares vested under share award scheme
RERN ZBi2BBHRA = - - - - - 50,100 (45,389) = (1) = = =
Dividends paid (Note 10) 2 & (H10) - (318130) - - - - - - - - (318,130) - (318130)
Dividends received under share award scheme
RERH R EMRNRS - 2828 - - - - - - - - 2828 - 2828
Appropriations £ - - - - - 50,088 - - = (50,088) = = =
At 30 June 2017 (unaudited)
RZE—tF~ A=A (REEH) 105,177 166,521 149,800 31,003 916 308,767 (172,651) 45,141 6,002 5053218  57138%4 20,183 5,734,077
Profit for the period E3 &%) - - - - - - - - - 1742308 1,742,308 10810 1,753,118
Exchange differences arising on translation
from foreign operations
BEBARBMELNELZE - = = = = = = = (1881) - (1881) O @
Total comprehensive (expense) income
for the period
Bn2m (FX) hass - - - - - - - - (1,881) 1,742,308 1740427 9893 1,750,320
Purchase of shares under share award scheme
RERN ZE3EBERD = - = = = - (9,387) - - - (9,387) - (9,387)
Recognition of equity-settled share-based payments
ANERERRAR RNTA - - - - - - - 43,585 - - 43585 - B35
Shares vested under share award scheme
BERHLE HEBORG = - = - - - 37,155 (38,789) - 1633 - = =
Capital contribution from non-controlling interests
FARERTE = = = - - - - - - - - 614 614
At 31 December 2017 (audited)
RZF—tE+ZA=1-R (8%%) 105,177 166,521 149,800 31,003 916 328,767 (144,883) 49938 4121 6,797,159 7,488,519 30690 7,519,209
REXBEE (KE) ARAA -
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 &%= —ZE— \E XA =+H1~1EA

Attributable to owners of the Company

FRRRFER
Shares Share FVTOCI
Statutory Discretionary held under award and 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
OV RN
At2EUE
EERH RERGED  ROKD  SIROEE
k& RGEE  HRIRG % MERBEE  AUBE FURENRG  STERE  REERRE  REEW &t FERES &3t
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
ARETR ARETR ARBTT ARETT  ARETR ARETR ARBTT  ARETR  ARETR  ARETn  ARETn ARETR ARETR
(Note a) (Note b
(Bf3Fa) (Ht3Eb)
Remeasurement of allowance subject to
expected credit losses ( ‘ECL”) (Note 2)
REEHEERE (ROREER))

B ERE (i) - - - - - - - - - (1,966) (1,966) - (1,966)
Revaluation reserve (Note b) B & (fizth) = = = = = = = = 35,218 = 35,218 - %28
At 1 January 2018 (restated)

RZE-NF—A—A (BEH)) 105,177 166,521 149,800 31,003 916 328,767 (144,883) 49,938 39,339 6,795,193 7,821,771 30,600 7,562,461
Profit for the period E3 &%) - - - - - - - - - 1,179,794 1,179,794 9,963 1,189,757
Other comprehensive income for the period
AnEt2ERE = - - - - - - - 3,547 - 3,547 21 3,768
Total comprehensive income for the period
HrzEkaeE = - - - - - - - 3547 1179794 1,183,341 10,184 1,193,525
Purchase of shares under share award scheme
RERN Z@iEBERD = = = = = - (44,809) - - - (44,809) - (44,809)
Recognition of equity-settled share-based payments
BRNEREERAR RINTA = = - - - - - 45,040 - - 45,040 - 45040
Shares vested under share award scheme
RiERH R HBRORG - - - - - - 62,051 (53,166) - (8,889) - - -
Disposal of subsidiaries (Note 7A)
HERBAR (HiE7A) = = - - - - - - - - - 689 689
Dividends paid (Note 10) {8 (Hfzt10) - (166,521) = - - - - - - (558598  (725,117) - (125,117)
Dividends received under share award scheme
RERARDHHLDRNORS - 2,680 - - - - - - - - 2,680 - 2,680
Release of general risk reserve — R ER R ERR = = - - - [7.131) - - - - [7.131) - [7.131)
Appropriations - - - - - 89,080 - - - (89,080) - - -
At 30 June 2018 (unaudited)
RZB-\FRA=1H (REEH) 105,177 2,680 149,800 31,008 916 410,716 (127,641) 41,812 42886 7318426 7975775 41,663 8,017,338
Note a: Other reserves represent enterprise expansion fund and reserve  [fisfa : HitEEIRCEERESNEES - ZS5HE
fund. These reserves are non-distributable and the transfer to A AERIK - MEREZERHENRIEER
these reserves are determined by the board of directors of the PRC PREBARNESSRBEERMAIEE - &
subsidiaries in accordance with the Articles of Association. Other fEEEBR BN REE EFE RIS EE SR T
reserves can be used to make up for previous year’s losses or AR B T B A IR REINE A o
convert into additional capital of the Company’s PRC subsidiaries.
Note b: On 1 January 2018, the Group irrevocably elected to designate  Fft3fb : 7201841 A1H » AN&EE N A BB T

D48

certain investments in equity instruments as at fair value through
other comprehensive income and the FVTOCI reserve is related
to the gains or losses arising from the changes in fair value of the
designated equity investments recognised in other comprehensive
income.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

For the six months ended

30 June
BEARA=THLEAREA
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR®T ARBFIT
(unaudited) (unaudited)
(REEZR) (REgEZ)
OPERATING ACTIVITIES #£ 4 & &)
Profit before tax B Al 1,412,377 1,398,031
Adjustments for: F% :
Depreciation of property, plant and equipment #)3 - #22 KR EITE 348,665 222,839
Depreciation of investment properties ¥ &Y% E 2,195 419
Amortisation of intangible assets & 2 # §4 21,801 21,802
Gain on changes in fair value of derivative financial instruments, net
MTEERITARNAEZENNKEG - F5 (37,660) (62,290)
Share of results of associates D 1EE: 4 A B8 248 9,283 4,762
Allowance for inventories 17 & # & 8,678 33,912
Allowance (reversal of allowance) for bad and doubtful debts on trade receivables
B ZREGRIARN RZIR B (BB #H) 1,398 (47,269)
Loss on disposal of property, plant and equipment &Y% - 2SN R EEE 2,650 420
Gain on disposal of subsidiaries H&HEB A RlH Uk S (857) =
Expense recognised in respect of share award scheme HtA% 15 S2E) st 2 MR HI T H 45,040 45,573
Release of deferred income I A 7 & (24,200) (7,143
Investment income from financial assets at fair value through profit or loss
REZARBFAEBSHNSREENRERA (89,618) (27,421)
Interest expense #| E.F X% 90,858 22,146
Net foreign exchange loss [& ¥ &5 18;% 5 111,249 -
Other adjustments H b % (5,597) (1,832)
Operating cash flows before movements in working capital
HEEEPINLLER RS 1,896,262 1,603,949
(Increase) decrease in inventories 1785 (3&41) J& 2> (198,862) 517,214
Increase in trade and other receivables and prepayment
B 5 K E At JE W SR IR R TR FRIEIE N (680,830) (198,461)
(Increase) decrease in amounts due from related parties FEU B A+ 708 (3h0) K (30,870) 122
Decrease in trade and other payables & 5 K H {th & 1~z I8 3 4> (218,094) (1,204,497)
Decrease in amounts due to related parties FE{ B8 A £ I8 R 4> (228) (1,406)
Increase in contract liabilities & # 8 &34 1 23,124 -
Increase in deferred income & i 4 A 1 /1 29,090 5,234
Income taxes paid BFFTE R IE (219,975) (143,632)
NET CASH FROM OPERATING ACTIVITIES & & /E 8 FT15IR & /%58 599,617 578,523

REASRHE (RE) ARAF .
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 &%= —ZE— \E XA =+H1~1EA

For the six months ended
30 June
BEANA=1THILXEA

2018 2017
—E-NF —E—tF
RMB’000 RMB’000
AR®T T ARETTT
(unaudited) (unaudited)
(REEZR) (REEEZ)

INVESTING ACTIVITIES &% & /& &)
Placement of pledged bank deposits 77 2 IR 1717 (355,312) (276,331)
Withdrawal of pledged bank deposits #2EX 2 ## #R 1717 5k 140,288 100,967
Placement of short term fixed deposits 17 UG B BifF 5K (5,000) (59,352)
Withdrawal of short term fixed deposits 32 EUAE 8 BiTF 7k 5,000 144,245

Purchase of financigl\gssetg at fair value through profit or loss
WERAREFABRNEREE

Redemption of financial assets at fair value through profit or loss

(25,311,520)

(15,610,190)

BRZRARBEFABRNSREE 23,584,060 15,997,686
Interests received B WF| & 94,742 34,173
Acquisition of a land use right U8 1 hb(F A 4 (71,692) (3,464)
Purchase of property, plant and equipment B8 B #)2 - #82 & %4 (433,685) (2583,262)
Purchase of intangible assets W g2 & &= (5,683) (13,445)
Deposit paid for acquisition of property, plant and equipment
BBV  BBIRREEDINONES (580,905) (512,409)
Acquisition of investment in available-for-sale investments WAt HEREFR KR E = (565,667)
Purchase of equity instrument at fair value through other comprehensive income
WA BT AEMEERENER TR (25,000) -
Purchase of equity investments at fair value through profit or loss
WEER A B ABRHRERE (20,000) -
Purchase of debt investments at fair value through profit or loss
WHEIE A A Bt AR EBRE (316,965) -
Purchase of fund investments at fair value through profit or loss
WHEIE AR Bt ABRESRE (149,236) -
Purchase of debt instruments at amortised cost W BEIREE S At ENEE LA (101,079) -
Receipt of deposits related to assets classified as held for sale
WEERE S BB FENEEGBNE S 58,121 -
Acquisition of a subsidiary W& — &M B A 7 - (27,361)
Other investing activities £ 1% & & & (1,463) 9,578
NET CASH USED IN INVESTING ACTIVITIES B & BB it & 8 (3,495,329) (524,832)
FINANCING ACTIVITIES st & /& &)
Interest paid B 14 F] & (22,020) (21,687)
Dividends paid 2% & (725,117) (318,130)
Proceeds from bond issuance &% 2 1T7FT15 518 3,832,145 -
Payment for transaction costs of issue of bond X fH&EHE1THI X A A (26,885) =
New bank borrowings raised #12iE17EE 923,964 1,005,817
Repayment of bank borrowings EiER{TEE (802,047) (453,570)
Dividends received under share award scheme 125 1% {7 #2Eh 71 2 W ER ) A% 2 2,680 2,828
Purchase of shares under share award scheme 1R & i% {7 #2Eh =1 2188 B i (5 (44,809) (71,131)
NET CASH FROM FINANCING ACTIVITIES @b & /&8 FT{SIR ¢ /558 3,137,911 144,127
NET INCREASE IN CASH AND CASH EQUIVALENTS & &I € SEE B & nF5 242,199 197,818
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—HMBRES KBRS EEEE 1,226,877 466,928
Effect of foreign exchange rate changes & & & 87 & £ 28,102 580
CASH AND CASH EQUIVALENTS AT 30 JUNE,
represented by bank balances and cash
1,497,178 665,326

RANA=+TENRERRSFEER  URTEHRLEEZ 27
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

The Company was incorporated in the Cayman Islands on
21 September 2006 as an exempted company under the
Companies Law Chapter 21 (Law 3 of 1961 as consolidated
and revised) of the Cayman Islands and its shares have been
listed on the Stock Exchange of Hong Kong Limited with effect
from 15 June 2007.

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 (the “Listing Rules”).

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

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

Other than changes in accounting policies resulting from
application of new and amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”), the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2018 are
the same as those followed in the preparation of the Group’s
annual financial statements for the year ended 31 December 2017.
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Notes to the Condensed Consolidated Financial Statements

R B AR S B B R R MY o

FOR THE SIX MONTHS ENDED 30 JUNE 2018 &2 = — N\ /XA =+ HI1L~1EA

2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs

In the current interim period, the Group has applied for the first
time, the following new amendments to HKFRSs issued by the
HKICPA which are mandatory effective for the annual period
beginning on or after 1 January 2018 for the preparation of the
Group’s condensed consolidated financial statements:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers and the
related Amendments

HK (IFRIC)-Int 22 Foreign Currency Transactions and Advance
Consideration

Amendments to HKFRS 2 Classification and Measurement of Share-based
Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts

Amendments to HKAS 28 As part of the Annual Improvements to HKFRSs
2014-2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

:'. 592 .': Sunny Optical Technology (Group) Company Limited
.~ INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in the
respective standards and amendments which results in changes
in accounting policies, amounts reported and/or disclosures as
described below.

The Group has applied HKFRS 15 for the first time in the current
interim period. HKFRS 15 superseded HKAS 18 Revenue, HKAS
11 Construction Contracts and the related interpretations.

The Group recognises revenue from the following major sources
of sales of optical and optical-related products:

e Optical Components
e Optoelectronic Products
e Optical Instruments

The Group has applied HKFRS 15 retrospectively with the
cumulative effect of initial applying this standard recognised at
the date of initial application, 1 January 2018. Any difference
at the date of initial application is recognised in the opening
retained profits (or other components of equity, as appropriate)
and comparative information has not been restated.
Furthermore, in accordance with the transition provisions
in HKFRS 15, the Group has elected to apply the standard
retrospectively only to contracts that are not completed at 1
January 2018.
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HKFRS 15 introduces a 5-step approach when recognising
revenue:

e Step 1: Identify the contract(s) with a customer

e Step 2: Identify the performance obligations in the contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the performance
obligations in the contract

e Step 5: Recognise revenue when (or as) the Group satisfies
a performance obligation.

Under HKFRS 15, the Group recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer.

A performance obligation represents a good and service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction
of the relevant performance obligation if one of the following
criteria is met

e the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

e the Group’s performance creates and enhances an asset
that the customer controls as the Group performs; or

e the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

The revenue of the Group arising from sales of optical
components, optoelectronic products and optical instruments
is recognised at a point of time. Under the transfer-of-control
approach in HKFRS 15, revenue from these sales is recognised
when customer acceptance has been obtained, which is the
point of time when the customer has the ability to direct the use
of these products and obtain substantially all of the remaining
benefits of these products.

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)
from the customer.
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The impact of transition to HKFRS 15 arising from the initial
application of HKFRS 15 on the Group’s major revenue
generating operation was insignificant on retained profits at 1
January 2018.

The following adjustments were made to the amounts
recognised in the condensed consolidated statement of financial
position at 1 January 2018. Line items that were not affected by
the changes have not been included.

Carrying amounts
previously reported

MR B AN B REEE15RERXEARA
SEIZANEBMELNBREETBHMHB
BEEAFIGRE —_FT—NF—A—HRE
N R EWIFERX o

R-B—N\F—A—BERGEAMBHRE
RERANSET U TSIEE - RIRKTE
FREWER -

Carrying amounts
under HKFRS 15

Note  at 31 December 2017  Reclassification = Remeasurement at 1 January 2018
RZB—+F RZZ-N\F-F—-H
+ZR=t-8 EBHEREER
L FEHZENEEE ENSE ENE F15RE T HREE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT ARETT
Current Liabilities H B & &
Trade and other payables
B S REMENTR (@) 6,182,802 (76,050) = 6,106,752
Contract liabilities 2418 & (@) - 76,050 - 76,050

(@ As at 1 January 2018, advances from customers of
RMB76,050,000 previously included in trade and other
payables were reclassified to contract liabilities.

_-'. 56 .'-_ Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

The following tables summarise the impacts of applying
HKFRS 15 on the Group’s condensed consolidated
statement of financial position as at 30 June 2018 and its
condensed consolidated statement of profit or loss and other
comprehensive income for the current interim period for each of
the line items affected. Line items that were not affected by the
changes have not been included.

Impact on the condensed consolidated statement of
financial position

TREEERBEAM B RS ERE1GRE R
SER - N\FRA=THNERLESH
BRARERRATHEARAEa R Ete
HBERNEXZERENTE - RITK

2. 454 B 2 48
XEEEENIAR -
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Amounts
without
application
As reported Adjustments of HKFRS 15
EBEARSE
B 7 R 5 22 B
MEHK R FI5H 2 &R
RMB’000 RMB’000 RMB’000
ARBFTT ARBF I ARBTFIT
Current Liabilities i & &
Trade and other payables & 5 & £ b &~ 8 6,046,971 99,174 6,146,145
Contract liabilities &4 & & 99,174 (99,174) -
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In the current period, the Group has applied HKFRS 9 Financial
Instruments and the related consequential amendments to other
HKFRSs. HKFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial
liabilities, 2) expected credit losses for financial assets and 3)
general hedge accounting.

The Group has applied HKFRS 9 in accordance with the
transition provisions set out in HKFRS 9. i.e. applied the
classification and measurement requirements (including
impairment) retrospectively to instruments that have not been
derecognised as at 1 January 2018 (date of initial application)
and has not applied the requirements to instruments that
have already been derecognised as at 1 January 2018. The
difference between carrying amounts as at 31 December 2017
and the carrying amounts as at 1 January 2018 are recognised
in the opening retained profits and other components of equity,
without restating comparative information.

Accordingly, certain comparative information may not be
comparable as comparative information was prepared under
HKAS 39 Financial Instruments: Recognition and Measurement.

Classification and measurement of financial assets

Trade receivables arising from contracts with customers are
initially measured in accordance with HKFRS 15.

All recognised financial assets that are within the scope of
HKFRS 9 are subsequently measured at amortised cost or fair
value, including unquoted equity investments measured at cost
less impairment under HKAS 39.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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Classification and measurement of financial assets (Continued)

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

e the financial asset is held within a business model whose
objective is to hold financial assets in order to collect
contractual cash flows; and

e the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value
through profit or loss (“FVTPL”), except that at the date of initial
application/initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in fair value of
an equity investment in other comprehensive income (“OCI”) if
that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 Business Combinations applies.
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Classification and measurement of financial assets (Continued)

Equity instruments designated as at FVTOCI

At the date of initial application/initial recognition, the Group
may make an irrevocable election (on an instrument-by-
instrument basis) to designate investments in equity instruments
as at FVTOCI.

Investments in equity instruments at FVTOCI are initially
measured at fair value plus transaction costs. Subsequently,
they are measured at fair value with gains and losses arising
from changes in fair value recognised in OCl and accumulated
in the FVTOCI reserve; and are not subject to impairment
assessment. The cumulative gain or loss will not be reclassified
to profit or loss on disposal of the equity investments, and will
be transferred to retained profits.

Dividends on these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive the
dividends is established in accordance with HKFRS 9, unless
the dividends clearly represent a recovery of part of the cost of
the investment. Dividends are included in the “other income”
line item in profit or loss.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018

EHEENSENGTE (&)

BEZEAIABEFALMEERSIROER
TA

RERER,/ SHERBZE - RNEBARE
BITAEEERTAIHEERE  HERS

TAZHRE BB A B A LR EKRT
BE4RR) -

BRAREFARMEE R 2 #Es TANIKR
BB ARENZXZRAGE - H18 - 1
RIARAAENE HAREEHELN
W REEREMEE B EERARNIZAR
Bt AR EmERSIRNFEER  BA
tERENE - Rt EEHTIER D BRELE
BB 28 UKEBRERERF -

BN BIR IR R B M 5 i 2 RIS 95 M AR I
BB R R RESLRS - R E R TARER
BERBEPHER - FRIFARE AR RIKRE
MO REKAN - BEFTABRIEF [HMUA
FIER °



FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

Classification and measurement of financial assets (Continued)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured
at amortised cost or FVTOCI or designated as FVTOCI are
measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end
of each reporting period, with any fair value gains or losses
recognised in profit or loss. The net gain or loss recognised in
profit or loss excludes any dividend or interest earned on the
financial asset and is included in the “other gains and losses”
line item.

The directors of the Company reviewed and assessed the
Group’s financial assets as at 1 January 2018 based on the
facts and circumstances that existed at that date. Changes in
classification and measurement on the Group’s financial assets
and the impacts thereof are detailed in Note 2.2.2.

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9
(including trade and other receivables, amounts due from related
parties, bank balances and cash, short term fixed deposits
and pledged bank deposits). The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.
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Impairment under ECL model (Continued)

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”) represents the portion
of lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting date.
Assessment are done based on the Group’s historical credit
loss experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of
both the current conditions at the reporting date as well as the
forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables.
The ECL on these assets are assessed individually for debtors
with significant balances and/or collectively using a provision
matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since
initial recognition.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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Impairment under ECL model (Continued)

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument as
at the date of initial recognition. In making this assessment, the
Group considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is available
without undue cost or effort.

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly:

e an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal credit
rating;

e significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread,
the credit default swap prices for the debtor;

e existing or forecast adverse changes in business, financial
or economic conditions that are expected to cause a
significant decrease in the debtor’s ability to meet its debt
obligations;

e an actual or expected significant deterioration in the
operating results of the debtor;
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Impairment under ECL model (Continued)

Significant increase in credit risk (Continued)

e an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk has increased since initial
recognition when contractual payments are more than 30 days
past due, unless the Group has reasonable and supportable
information that demonstrates otherwise.

Despite the aforegoing, the Group assumes that the credit risk
on a debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low
credit risk at the reporting date. A debt instrument is determined
ii) the
borrower has a strong capacity to meet its contractual cash

to have low credit risk if i) it has a low risk of default,

flow obligations in the near term and iii) adverse changes in
economic and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower to fulfil
its contractual cash flow obligations. The Group considers a
debt instrument to have low credit risk when it has an internal
or external credit rating of investment grade’ as per globally
understood definitions.

The Group considers that default has occurred when the
instrument is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate that a
more lagging default criterion is more appropriate.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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Impairment under ECL model (Continued)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if there
is a default) and the exposure at default. The assessment of
the probability of default and loss given default is based on
historical data adjusted by forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects
to receive, discounted at the effective interest rate determined
at initial recognition.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit
impaired, in which case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables where the
corresponding adjustment is recognised through a loss
allowance account.

As at 1 January 2018, the directors of the Company reviewed
and assessed the Group’s existing financial assets for
impairment using reasonable and supportable information that
is available without undue cost or effort in accordance with the
requirements of HKFRS 9. The results of the assessment and
the impact thereof are detailed in Note 2.2.2.
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The table below illustrates the classification and measurement

(including impairment) of financial assets subject to ECL under
HKFRS 9 and HKAS 39 at the date of initial application, 1

January 2018.

TRIANVIRERBH (A - N\F—H
—B) REFEVHERELERNEIRLEE
SR EREIHERMEEEENERE
EZDEME (BHERE) -

Financial
Financial assets
Available assets at FVTPL Equity Trade Deferred
for-sale  designated required by instruments  and other tax FVTOCI Retained
investments at FVTPL HKFRS 9  at FVTOCI receivables liabilities reserve profits
RERNBS
EER ERHEE  BAAE BOAE
BOAE EXRAAE HARMRE SR
AHLE  FABE  HABEN  KEi%  EARER  BERE 0 2EME
RE MERNEE  ¢REE MESIR  EUFE 8 GIRMEE  RENE
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
it ARBTR  ARETT  ARETR  ARETT  ARETR  ARETR  ARETR  ARETR
Closing balance at 31 December 2017 -
HKAS 39
RIE-tE+-A=+-ANHBRER
- BREHEAE30R 120373 1,952,340 - - 5,585,634 106,895 - 6,797,159
Effect arising from initial application of
HKFRS 9:
IRERERSBRERA SN2 HE
Reclassification 2§48
From available-for-sale investments
AafnERE () (129,373) - 36,750 92,623 = = = =
From designated at FVTPL &A% B ABE () - (1952,340) 1,952,340 = = = = =
Remeasurement Bt &
Impairment under ECL model
BHREEFREAETRE © - - - - (1,966) - - (1,966)
From cost less impairment to fair values
BRARARERE (a) - - - 41,433 - 6,215 35,218 -
Opening balance at 1 January 2018
RZE-\E-A-BHSNEH - - 1,989,090 134,056 5,583,668 113,110 35218 6,795,193
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

(a) Available-for-sale investments

From AFS equity instruments to FVTOCI

The Group elected to present in OCI for the fair value
changes of part of its equity investments previously
classified as available-for-sale investments. These
investments are not held for trading and not expected
to be sold in the foreseeable future. At the date of initial
application of HKFRS 9, RMB92,623,000 were reclassified
from available-for-sale investments to equity instruments at
FVTOCI, which were unquoted equity investments previously
measured at cost less impairment under HKAS 39. The fair
value gains of RMB35,218,000 (after tax) relating to those
unquoted equity investments previously carried at cost less
impairment were adjusted to equity instruments at FVTOCI
and FVTOCI reserve as at 1 January 2018.

From AFS instruments to FVTPL

At the date of initial application of HKFRS 9, the Group’s
equity investments of RMB36,750,000 were reclassified
from available-for-sale investments to financial assets at
FVTPL. The fair value changes were insignificant since
these investments were made within the past one year and
developed in the very early stage with no business changes
after the commencement.

(@)

R ERE

BAHLERESTAEZARE
fi 2 E = 5k

t A

ok

\
/

AEEREBERDEATHEERE
MEDRERENAABEESH 2R
HthezmElad ZEREWIEREER
E BESHTERUERMNARARDE -
RURERBEAMBREERESR 2
B ©%3AARK92,6230001EE B
AHEHEREEF D EEIRAALBETA
H2EERENEZTIRE ST
BERERIBRBEEE G EREIRIEZK
R EFTERIE ETRERE - 3%
L BT IR B AN RORL (B 7)) BR B 3E T AR A
& R A R #35,218,0007T K i 14
ARERER=ZE—N\F—A—BHE
BEARBEFARMEE RS RAOE
mTAREBRARBEFARMEERZES
AREI M -

BRIt ETAER AR EFABRR

RORERBAMBREERENR 2
A N&EE£5AARKEES6,750,0007T
HREREBAHEEREEN»ERE
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L 68

(b) Financial assets at FVTPL and/or designated at FVTPL

(c)

At the date of initial application, the Group no longer
applied designation as measured at FVTPL for the unlisted
financial products and structured deposits and the portfolio
of financial assets which is managed and its performance
is evaluated on a fair value basis, as these financial assets
are required to be measured at FVTPL under HKFRS
9. As a result, the fair value of these investments of
RMB1,952,340,000 were reclassified from financial assets
designated at FVTPL to financial assets at FVTPL at 1
January 2018.

Impairment under ECL model

The Group applies the HKFRS 9 simplified approach
to measure ECL which uses a lifetime ECL for all trade
receivables. To measure the ECL, trade receivables have been
grouped based on shared credit risk characteristics and aging.

Loss allowances for other financial assets at amortised cost mainly
comprise of pledged bank deposits, short term fixed deposits,
bank balances, other receivables and amounts due from related
parties, are measured on 12m ECL basis and there had been no
significant increase in credit risk since initial recognition.

As at 1 January 2018, the additional credit loss allowance of
RMB1,966,000 has been recognised against retained profits. The
additional loss allowance is charged against the respective asset.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

(c) Impairment under ECL model (Continued) (c) FEEIZEEEENE a5 E (&)
All loss allowances for financial assets (including trade N_ZE—+F+_A=1+—HHFEZ
receivables, amounts due from related parties, bank REEEERE (BIEESEWFHIE -
balances and cash, short term fixed deposits and pledged FEWWRI:E A TIE - SRITEBR LIRS -
bank deposits) as at 31 December 2017 reconcile to the CHTETHEZEEEFRTER) ERN =
opening loss allowance as at 1 January 2018 is as follows: E-—NF— A —HOBYEBEEYER
M
Amounts
Trade due from Bank Short term Pledged
and other related balances fixed bank
receivables parties and cash deposits deposits
ESRHM FE W BAE RITEER B [BFii
e ATHE kE& EHEN RITER
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARETT ARETT ARETT AREFT

At 31 December 2017 - HKAS 39
RZZE—+F+-_HA=+—H

— BAGTTRENFEINR (96,850) = - - _
Reclassification E#719 8 - - - - -
Amounts remeasured through opening

retained profits

BRABNRERNENTENSE (1,966) = = - -
At 1 January 2018
RZE—-N\F—-HA—H (98,816) = = - -

RPHDPRE (£8) BRAT 69
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As a result of the changes in the entity’s accounting policies
above, the opening condensed consolidated statement of
financial position had to be restated. The following table show
the adjustments recognised for each individual line item.

31 December
2017
—E—tF
+=—RBA=+—8
(Audited)
(FE=Z)
RMB’000
ARETF T

R LB S BRREEZ(L - HIHEH
REMBRRKRAES - TREIIHEES
BB ERAAE

1 January

2018

HKFRS 15 HKFRS 9 —E—N\E
—A—8

BEMBHRE BEVBRE (Restated)
AERIZE155% RSB 95% (REH)
RMB’000 RMB’000 RMB’000

ARETT ARET T ARBTR

Non-current Assets FEREE E

Available-for-sale investments 7] f H & & & 129,373
Financial assets at FVTPL

BARBEFABTEHNEREE -
Equity instruments at FVTOCI
BARBEFARMEEREHEZTA -

- (129,373) -
- 36,750 36,750
- 134,056 134,056

Current Assets REEE
Trade and other receivables and prepayment

B 5 Rk H Ab fE WA R IE FRIE 5,665,689 - (1,966) 5,663,723
Current liabilities B & &

Trade and other payables & 5 K H th & (< 18 6,182,802 (76,050) = 6,106,752
Contract liabilities &4 & & - 76,050 - 76,050
Non-current liabilities JERE & &

Deferred tax liabilities LT IE & & 106,895 - 6,215 113,110
Capital and Reserves R4 15

Reserves 7,383,342 - 33,252 7,416,594

Note: the net effects arising from the initial application of HKFRS 15
and HKFRS 9 on the carrying amount of interests in associates
on the opening consolidated financial statements and the
condensed consolidated financial statements for the current
interim period was insignificant in the opinion of the directors of
the Company.

Except as described above, the application of amendments to
HKFRSs in the current interim period has had no material effect
on the amounts reported and/or disclosures set out in these
condensed consolidated financial statements.

_-'. 70 .'-_ Sunny Optical Technology (Group) Company Limited
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

For the
six months
ended
30 June 2018
BE-ZE-—N\&
ANB=tH
1IERE R
RMB’000
AR¥ET T
Sales of optical and optical-related products & X2k HHRE R
Mobile phone related products %% )& & HHRE E 10,195,255
Other lens sets H 558 778,577
Digital camera related products S5 B #4888 & T 411,163
Optical instruments Yt 2% 22 98,061
Other spherical lens and plane products E bR E 5 H & F FE & 57,298
Digital video lens ERi5 #5858 35,263
Industrial endoscopes T ¥ K% % 5,566
Other products E b ZE & 395,171
Total 42%8 11,976,354
For the
six months
ended
30 June 2018
BE-ZE-—N\&E
~A=1H
1IERE R
RMB’000
AR®T T
Geographical markets i E 5
Mainland China A B KBz 10,229,244
Korea §% [ 509,352
Japan B 283,898
United States £ 224,708
Hong Kong &8 203,368
Others EAth 525,784
Total %@%E 11!976!354
Timing of revenue recognition #E32 UK A KB5S
A point in time B 24FER 11,976,354

RPHDPRE (£8) BRAT
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 # & —ZE— \F XA =1H 1518 A

Information reported to the Board of Directors, being the chief ME RN RS HRBATHAMESTS (12
operating decision maker, for the purpose of resource allocation BIERERE) TEHMHER - AIERIHE
and assessment of segment performance focuses on types M2 BHEEEECEEBRIARAEE
of goods delivered because the management has chosen to Egﬁ’q%ﬂéﬂgﬁﬁ‘i. o JRIE §5($%.E|’3—H|§¢/\
organise the Group among different major products. No operating s FEZERFTEASINNEED L
segments identified by chief operating decision maker have been LS5 o

aggregated in arriving at the reportable segments of the Group.

Specifically, the Group’s operating segments under HKFRS 8 TH BESEHBRELERESH [LED
Operating Segments are as follows: 2 REBREES IO
1. Optical Components; 1. KHBEH
2. Optoelectronic Products; and 2. KEEm R
3. Optical Instruments. 3. KBES -
The following is an analysis of the Group’s revenue and results AREBIZEENAIREDBEDHWARE
by operating and reportable segments: EOMTIT
For the six months ended 30 June 2018 BE-E—-N\EXA=1THLAXEA
Optical Optoelectronic Optical Segments’
Components Products  Instruments total  Eliminations Total
XEBH KEER FEER D E A ik BE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR¥TR ARETR AR¥TR AR®T R AR®TR AR®TR
(unaudited) (unaudited)  (unaudited)  (unaudited) (unaudited) (unaudited)

(REER) (xEER) (REBER)  (REEKR)  (REER)  (REER)

Revenue A

External sales M [ 5 & 2,656,250 9,186,943 133,161 11,976,354 - 11,976,354
Inter-segment sales 73 5 & $H & 687,867 5,295 8,650 701,812 (701,812 -
Total 278 3,344,117 9,192,238 141,811 12,678,166 (701,812) 11,976,354
Segment profit % 2h& 7l 1,062,251 427,401 11,521 1,501,173 - 1,501,173
Share of results of associates

AMEBE AR EE (9,283)
Unallocated income &2 EIA 55,677
Unallocated expenses &2 L3 (135,190)

Profit before tax B Al Al 1,412,377

_-'. 79 .'-_ Sunny Optical Technology (Group) Company Limited
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As at 30 June 2018

R-BE—-NFEXA=1+H

Optical Optoelectronic Optical Segments’
Components Products  Instruments total  Unallocated Total
XEBH XEEM KEER DAL AOE ot
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARETR ARETR ARBT T ARBT T
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (RRER) (REER) (REER) (REER)
Total assets BEE 2,294,246 6,297,174 102,922 8,694,342 11,613,565 20,307,907
Total liabilities £ & & (1,103,950) (4,108,021) (65,896)  (5,277,867)  (7,012,702)  (12,290,569)
For the six months ended 30 June 2017 BE-Z—tE&AA=1tHLAXHEAR
Optical  Optoelectronic Optical Segments’
Components Products Instruments total Eliminations Total
rEZH HEEM hBER DEbiREE H Fgk
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT AREFT ARBTFT ARBTFT ARETT
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER) (REER) (REER)
Revenue BTA
External sales 912 35%5 1,895,548 8,013,640 122,495 10,031,683 - 10,031,683
Inter-segment sales 7 SR $4 & 391,524 5,170 6,152 402,846 (402,846) =
Total &% 2,287,072 8,018,810 128,647 10,434,529 (402,846) 10,031,683
Segment profit (loss) 7 #0&H (FE) 656,844 712,006 (15,347) 1,363,503 = 1,353,503
Share of results of associates
SEHENREE 4,762)
Unallocated income A2 B IKA 83,717
Unallocated expenses &7 Bt f % (34,427)
Profit before tax [ AT 7 1,398,031

5T
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D74

As at 31 December 2017

R-ZE—tHF+=ZHA=+—H

Optical  Optoelectronic Optical Segments’
Components Products Instruments total Unallocated Total
KEZH KEEm HEER NP iy ek
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AR%®TT ARBTT AR%®TR
(audited) (audited) (audited) (audited) (audited) (audited)
(&%) (&%) (&) (&EX) (&) (&&ERZ)
Total assets BEE 1,894,446 5,876,353 97,333 7,868,132 7,858,178 15,726,310
Total liabilities & f& (1,086,266) (4,035,614) (66,446) (5,188,326) (3,018,775) (8,207,101)

Segment profit (loss) represents the profit (loss) earned by
each segment without allocation of central administration
costs including directors’ salaries, other income, 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.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

For the six months ended

30 June

BEANA=THILAEA

2018 2017

—E-NF —T—tF

RMB’000 RMB’000

AR®TT ARETT

(unaudited) (unaudited)

(REER) (RgeEZ)

Government grants (Note 27) BUF# B & (MfsE27) 60,498 13,699

Bank interest income $£77F 84 A 7,849 1,051

Interest income from short term fixed deposits 2 & & Hi 7z 7 F S A 4,746 797

Interest income from pledged deposits B K 1F R 1717 2 F B U A 1,084 1,315
Investment income from financial assets at FVTPL

BRARBEFABENSREENRERA 89,618 27,421

Investment income from debt instruments &7 T A& WA 2,839 -

Interest income from loan receivables &Y E ZFI B U A 3,668 1,348

Income from sales of moulds 5% E A Ug A 3,330 1,338

Income from sales of scrap materials € BEHE A 4,369 1,716

Income from customised specialised equipment services £ [ :& & 7F il RIS YA 3,657 9,684

Gross rental income & WA 4258 2,203 1,349

Handling service charges FRI2 R & 1,176 1,965

Fund management income &% &2 U A 3,019 1,226

Others HAth 3,547 2,341

191,603 65,250
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For the six months ended

30 June
BZEXRA=tTHLEXREA
2018 2017
—E-NF —T—tF
RMB’000 RMB’000
ARBT T AR¥BTTT
(unaudited) (unaudited)
(REEZ) (RE&EZ)
Net foreign exchange (loss) gain FME& (E18) Uzt % 58 (201,046) 1,550
Loss on disposal of property, plant and equipment H&E ¥ - #4282 K R #EEE (2,650) (420)
Gain on changes in fair value of derivative financial instruments, net
TESM T AR BN KD TR 37,660 62,290
Loss on changes in fair value of debt instruments and fund investments at FVTPL
BRAREFABRNEBEIARESREAABEHHNEE (8,543) -
Gain on disposal of subsidiaries &K B A Bz 857 -
Gain on acquisition of a subsidiary Yz BEFT B A Bl - 1,308
Others EAth = 72
(173,722) 64,800
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For the six months ended

30 June
BEXRA=THLEAREA
2018 2017
—E-NF —E—tF
RMB’000 RMB’000
ARBTT AR¥BTTT
(unaudited) (unaudited)

(REEK) (REEZ)

Current tax: BNHAF:1E :

— 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%MMITHEFFENREARLIME ([HE]) BEMEHR 68,787 200,410

Deferred tax (Note 14): IEFERLIE (FizE14) :
— Current period — ZxHAR

153,833 36,625

222,620 237,035

No provision for Hong Kong profits tax has been made in the
condensed consolidated statement of profit or loss and other
comprehensive income as the Group had no assessable profits
arising in Hong Kong for both periods.

According to the reorganisation proposal authorised by the
Board of Directors, the Group entered into a sale agreement
in March 2018 to fully dispose its equity interest in Shanghai
Sunny Hengping Scientific Instrument Company Limited and
Qingdao Sunny Hengping Instrument Company Limited to
the non-controlling shareholders with the net liabilities of
approximately RMB779,000 and RMB78,000 respectively, the
consideration was nil and the disposal gains of RMB857,000
was recognised in the current interim period.

ARAEERNRERBLERETEELRR
Bmd o HEREsE R kEMEmkaER
ERTEERBNEHERE -

BEZESRENEAIE AEBR T
—NF=ZATUHERZE - RIEERRRED
EERLBRFEINEBERERAARSE
ERFEFERERAAMNEH/RARER
BEFES NN AARET79,000L K AR
#78,000T * REAZT - BHEKEARYE
857,0007C A4S R B BAFEI T RR o
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D78

Ningbo Mei Shan Bao Shui Gang Qu Keyi Venture Capital
Investment Partnership (Limited Partnership) (“Keyi”), an
associate held by the Group with 80% equity interests, which
was fully impaired at the end of year 2017 in the amount of
RMB1,680,000, started the liquidation procedure since August +E N\ ARE

2017 and officially dissolved on 31 January 2018.

RNE BB E A B E R IR ERHEA
EREAELE (ARER) ([BE]D #EY
B0%MAEREN T —+FFRBEURE -
S E A ARE1,680,0007T - BRHER —F —

BEERF IR _F—N\F—

A=+—RIEMEH -

For the six months ended

30 June
BEASA=1THLEAREAR
2018 2017
—E-NF —E—+tF
RMB’000 RMB’000
AR®T T ARETTT
(unaudited) (unaudited)
(REER) (RggEZ)
Profit for the period has been arrived at after charging the following items:
HREFE R T2ISIE
Auditor’s remuneration % £x6M BN & 1,447 1,161
Depreciation of property, plant and equipment 4% - # 28 MR EITE 348,665 222,839
Depreciation of investment properties & & ¥ 2 E 2,195 419
Release of prepaid lease payments a1 & fi# & 2,379 2,237
Amortisation of intangible assets 4 % & & # £ 21,801 21,802
Allowance for inventories 17 & # & 8,678 33,912

Sunny Optical Technology (Group) Company Limited
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The calculation of basic and diluted earnings per share
attributable to the owners of the Company is based on the
following data:

ARBABRREGEERERREERFTIRE

T BEBHE -

For the six months ended

30 June

BEANA=THLAEA

2018 2017
—E-N\EFE e
RMB’000 RMB’000
AR¥T T ARBTFT
(unaudited) (unaudited)
(RBEZ) (REgEZ)
Earnings 27|
Earnings for the purposes of basic and diluted earnings per share
AEEBREAREERNNAF 1,179,794 1,159,246
Number of shares ’000 000
idvip 4= TR T
Weighted average number of ordinary shares for the purpose
of basic earnings per share
TR REARZN Y E R INE T8 1,092,082 1,079,711
Effect of dilutive potential ordinary shares &£ 58 I i@ i% 19 57 £
— restricted shares — R #1185 4,243 6,955
Weighted average number of ordinary shares for the purpose
of diluted earnings per share
FHE SRS RN R E R NE T8 1,096,325 1,086,666
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For the six months ended

30 June
BZEXRA=tTHLEXREA
2018 2017
AL —T—tF
RMB’000 RMB’000
ARBT T AR¥BTTT
(unaudited) (unaudited)
(REEZ) (RE&EZ)
Dividends recognised as distribution during the period:
HINER R RS
Final dividend paid in 2018 for 2017 of Hong Kong Dollar (“HK$") 81.20 cents

per share, approximately RMB66.10 cents per share

(2017: HK$32.30 cents per share for 2016,

approximately RMB29.00 cents per share)

- N\FENZZ—EFREAKRSERRS1.20/L -

HNAESRARKE6.100 (ZF—+F :

“E-RERBREFTR32.30F - HRBRARK29.005) 725,117 318,130
The directors of the Company do not recommend the payment ARREFEETNREEE_ZT—N\FH
of an interim dividend for the six months ended 30 June 2018 “FTHAERNREANTHRE (ZE—t&F
(corresponding period of 2017: Nil). Hi :4E) o
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Notes to the Condensed Consolidated Financial Statements

B4R S B T ¥R R MY =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 &2 = — \F /XA =+ H I8 A

11.MOVEMENTS IN PROPERTY, PLANT
AND EQUIPMENT, PREPAID LEASE
PAYMENTS AND INVESTMENT
PROPERTIES

(a) Property, plant and equipment

During the current interim period, the Group acquired
manufacturing equipment and incurred construction costs for
manufacturing plants of approximately RMB1,025,161,000
(corresponding period of 2017: RMB373,654,000) in order to
upgrade its manufacturing capabilities.

In addition, the Group disposed certain of its plants
and equipment with a carrying amount of approximately
RMB4,784,000 (corresponding period of 2017:
RMB4,998,000) which resulted in a loss of approximately
RMB2,650,000 (corresponding period of 2017: a loss of
RMB420,000).

As at 30 June 2018, no buildings of the Group was pledged
to secure bank borrowings granted.

H%§
NG
X
X8
e
N
%#
&
N
i

(a) % ~ HBERRE

RAFEEE  "EERREAEEERS
BELAERBRELEEERBEIRAIOA
R #1,025,161,0007C (ZZ—tFRH : A
R#373,654,0007T) °

gboh - AEBEHEREEL AR E4,784,000
T(ZZT—EFHH: AR %¥4,998,000
) METHBRZE EEEBAOARE
2,650,0007T (ZE—+5FH : FBEARK
420,0007T) °

RoF-—NEAA=+E  AEELARE
REBHRTEETHIERET -

FRTRERE (RE) ERAF] . 81 .
2018 R HEARE '. .'



FOR THE SIX MONTHS ENDED 30 JUNE 2018 &%= —ZE— \E XA =+H1~1EA

30 June 31 December

2018 2017
—®-N\E T tF
ARA=+B +ZA=+—H
RMB’000 RMB’000
AR%T T ARBTT
(unaudited) (audited)
(REER) (JEHEZ)
Analysed for reporting purpose as: FtE ¥R 54& 5247
Current assets 7B & & 5,461 4,515
Non-current assets FERENE & 208,201 162,928
213,662 167,443
During the current interim period, the Group acquired a RATREEHE  ~AEEEWE—S#BuR
piece of leasehold land located in the PRC amounting PEMESE L HESEARARE
to RMB71,692,000 (corresponding period of 2017: 71,692,0007C (ZZE—+EFFH : ARK
RMB3,464,000). 3,464,0007T) °
As at 30 June 2018, no leasehold lands of the Group was RZE-—N\FEARA=1TH ~AEEHE
pledged to secure bank borrowings granted. HELTHAERERNRITEEM T
R o
During the current interim period, a depreciation charge RAFRHEE TEREPRERITEX
of RMB2,195,000 (corresponding period of 2017: AR #2195000C (ZE —+EF [
RMB419,000) was recognised in profit or loss and the i AR®419,00070) ° M FREY
carrying value of investment properties was amounted to ¥R _ZE-—NFANA=Z+HENEAES
RMB51,885,000 as at 30 June 2018. AR #51,885,0007T °

_-'. 82 .'-_ Sunny Optical Technology (Group) Company Limited
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It is the licensing patent acquired from Konica Minolta, Inc.
(“KMI”), an independent third party of the Group, which allows
the Group to develop, produce and sell licensed products,
benefiting from KMI’s strong capabilities and extensive experience
in production and manufacturing of the handset lens sets that
offers superb image with high resolution, compact and slim
design, and high performance in high zoom ration in order to
meet the rapidly growing camera market. During the current
interim period, an amortisation charge of RMB21,801,000
was recognised in profit or loss and the carrying amount of
intangible assets was amounted to RMB370,623,000 as at 30
June 2018.

BREAERABFERERERA ([KMI] &K
SE2BUE=F) BEMNHIUZERN  ZAQF
RTAEERAE  SEREERFITER -
NER-KMITTEE R BEFHITE (ZEH
BAEEOHER MAABENRIARES
EMENSEEEE  tMRESEEMK
&) FTENEEE H R EEEHPER - #im
MERREROBETISH R - RAF HH
M BEEEREPERAREK21,801,0007T
WEEER BEEENR_T—N\FXA=
+HRMREEAAREK370,623,0007T °

30 June 31 December

2018 2017

—E-N\F —E—tF

ANB=+H +=ZA=+—H

RMB’000 RMB’000

AR®TT AR¥ETTT

(unaudited) (audited)

(RBER) (fe&E%)

Cost of investment in unlisted associates FE = B & A B14% & pk A 171,340 173,020
Share of post-acquisition profit or loss and other comprehensive income

or expense, net of dividends received and impairment loss
AMhEEER REME2EKESFAX - HRE KR E RREEE (56,028) (48,425)
115,312 124,595
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As at 30 June 2018, the Group held approximately (i) 30.85%
(31 December 2017: 30.85%) of ownership interests in
Visiondigi (Shanghai) Technology Co., Ltd., (ii) 26.00% (31
December 2017: 26.00%) of ownership interests in Jiangsu
Sunny Medical Equipments Co., Ltd., (iii) 46.11% (31 December
2017: 46.11%) of ownership interests in Wuxi Wissen Intelligent
Sensing Technology Co., Ltd., and (iv) Keyi ceased the business
operation since August 2017 and got liquidated on 31 January
2018, the Group’s interest in the Keyi was disposed accordingly.

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

RZE—NFENAZ+AH AEEEFHH
() 30.85% (ZZE—+tF+=-A=+—H":
30.85%) LB EEARERINBRATMBE
WS ¢ (i) 26.00% (ZE—+&F+_A=+—
H :26.00%) IT#*FEERMER QR
B (i) 46.11% (ZE—+F+=A=
+—H :46.11%) EHHERTEEBREME
RARIFBE#ER  RivEHEEE T —+
FNARBRELEREE URZT—N\F—
A=+—BH#7BE AEERBHENER
EEEERE -

MEVBRAGAETHRREMS @ DEHER
TELEHREEREE - M BRE DT
BERIAGHT

30 June 31 December

2018 2017

—E-N\F —E—tF

ARA=+B +ZA=+—H

RMB’000 RMB’000

ARET T ARBTTT

(unaudited) (audited)

(RBEXR) (&EZ)

Deferred tax assets IEIEFRI A E E (46,090) (40,435)
Deferred tax liabilities ¥ i T8 & & 273,094 106,895
227,004 66,460

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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The following are the major deferred tax liabilities (assets)
recognised and movements thereon during the current and prior
years:

RAFERBEFERRNETZRELEHRIBER
& (BE) REZFHWT :

Withholding
tax on Allowance for
distributed inventories Deferred
profit from  and doubtful subsidy  Accelerated
the PRC debts income depreciation Others Total
RETE
EoEFE BER i1
B REREE ETON mEFE Hity CE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETT ARETT ARBTFT ARETFT ARETT
(Note)
(FsE)
At 1 January 2017 (audited)
RZZ—t+F—-A—R0 (K&K 5,595 (04,534) (1,267) 28,269 (2,083) 5,980
Charge (credit) to profit or loss
REZFMER (GTA) 43,734 1,811 (5,758) 29,297 (8,604) 60,480
At 31 December 2017 (audited)
RZZ—+E+-A=1—8 (K5Z) 49,329 (22,723) (7,025) 57,566 (10,687) 66,460
Effect arising from initial application
of HKFRS 9
NRERERNBRELAER 2 - - - - 6,215 6,215
At 1 January 2018 (restated)
R-E—\&E—B—H (KEH) 49,329 (22,723) (7,025) 57,566 (4,472) 72,675
Charge (credit) to profit or loss (Note 6)
REEHIR (GTA) (Mi3e) 12,030 (3,328) (828) 147,458 (1,499) 153,833
Charge to other comprehensive income
Nl Gtk - - - - 496 496
At 30 June 2018 (unaudited)
RZE-N\FRNA=1H (REER) 61,359 (26,051) (7,853) 205,024 (5,475) 227,004
Note: According to Caishui [2018] No. 54 “Notice regarding to the MisE © AR IR BT HH[2018]545% [ AR BR & E

deduction of business income taxes on equipments and devices
established by the tax authority”, the equipment newly acquired
by the Group from 1 January 2018 to 31 December 2020 with
unit value of no more than RMB5,000,000, is allowed to be
expensed all at once and deducted in the calculation of income
tax expense during the relevant period. The Group recognised
the deferred tax liability of accelerated depreciation amounting to
RMB147,458,000 during the current interim period accordingly.

ReEAMBRABEEMERBRNBA] -
AEER=_ZE—N\F—A—HEZZT=Z
F+ A=+ BYRHBENEMEE
T i@ A R #5,000,0007T B 3% & 7] — X
M YR EEREBRENMERAX
BB Bt AEERAPEHBARE®
MENEERHECHBABAARYE
147,458,0007T °
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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.

During the current interim period, the Group paid an amount
of approximately RMB580,905,000 (corresponding period of
2017: RMB512,409,000) as the deposits for acquisition of
property, plant and equipment and transferred an amount of
approximately RMB479,898,000 (corresponding period of 2017:
RMB90,797,000) to property, plant and equipment.

As at 31 December 2017, the carrying amount of the available-
for-sale investments was RMB129,373,000 which measured
at cost less impairment since these investments do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured.

According to the transition provisions set out in HKFRS 9,
the Group should apply the classification and measurement
requirements retrospectively to instruments that have not
been derecognised as at 1 January 2018. At the date of initial
application of HKFRS 9, the Group irrevocably elected to
present the equity instruments amounting to RMB92,623,000
with the subsequent changes in fair value of equity investments
in other comprehensive income (“OCI”) and a fair value gain of
RMB35,218,000 (net off with the related deferred tax liabilities
of RMB6,215,000) was recognised in the FVTOCI reserve as at
1 January 2018.

During the current interim period, a fair value gain of
RMB2,811,000 (net off with the related deferred tax liabilities
of RMB496,000) was recognised in the FVTOCI reserve
accordingly.

The remaining equity investments with the carrying amount of
RMB36,750,000 were reclassified as FVTPL and the fair value
change was insignificant for the current interim period.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018

7N 5 B Bt B2 R 48 T A I BB 2 70 B Y
BERREARHELERSR BRI NRE

RAFRHBEHE NEEpKEDE - #
RELBEINTNZRESESBHAEARE
580,905,000t (Z T —t FRAH: AR
#512,409,0007T) * W £ WA B ARE
479,898,000 ML S BB E Y 2 - HB K
RE(ZZ—FREE : ARK0,797,000
JL) °

NR-T—+F+-A=+—0 AJ#HEER
BEHERMEAARE129,373,0007T * JHIRAK
RERENE  ARESREEETRMBIL &
MBREBE AR EELAISHEE -

B3R B B 15 3 45 22 BI| 55 Fr 8 A0 1B E 15
X REEEBSBEMGERTEEYERAR
—E-N\F-A—HRARKIEERANTE -
RS EREEMBRELENESREZH
REBAAHEHEEZEENSEAARE
92,623,000 R THE - MR T AME
BAnE2YIAEMEEKS ([Hb2
Mzl RZE—NF—HA—HBARE
35,218,0007T 9 2 ¢ B MR 2 (FOBR B BHIE &
HIEE & A R%6,215,0007T) RIRA BT
AH 2 RS RA BB P ER o

RAH BEA A AR 2,811,000t A A4 &
Uzt (FNBRAARIIEE T 18 & & A R ¥496,000
T0) PR A R ERF A E A2 E IS 51 BR Ay B 4
PR o

HERTEE A A RE36,750,0007T & A% fE 1%
BEENDBAEAABENABE  BAR
ERHUAPHBARMEFETK -
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In April 2018, the Group purchased debt instruments amounting
to RMB101,079,000 carrying coupon rates ranging from 3.50%
to 4.75% with the business model to collect contractual cash
flows that are solely payments of principal and interest on
the principal amount outstanding semi-annually according to
the contract terms. Accordingly, these debt instruments were
classified and subsequently measured at amortised cost, the
carrying amount of the instruments is RMB105,044,000 as at
30 June 2018.

ZE-)N\FOA AEEBANEBEKIA
© %A AR101,079,0007t © Z@EF X 7
3.50%E4.75%T% « HEBEA S ERDE
HWRERE  EABRBANKRIGAES R
BYFREERSZAE - At - ZEEH
TAWSBEAEHBIRBHEKAE  %ZET
ARZZE—N\FRAAZTHENEAEAAR
#105,044,0007T °

30 June 31 December

2018 2017
—E-N\E —T—tF
AA=+R +ZA=+—H
RMB’000 RMB’000
AR®T T AR¥TTT
(unaudited) (audited)
(RBER) (f2E%)
Non-current ERBEE
— Debt investments (a) &51% & (a) 152,566 =
— Equity investments (b) fx1#&3% & (b) 56,750 =
209,316 -
Current REIEE
- Fund investments (c) &% #(c) 323,539 -
— Unlisted financial products and structure deposits (d)
ELMEREmMREBMEFRI) 3,679,800 1,952,340
4,003,339 1,952,340
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During the current interim period, the Group entered into
several contracts to purchase the debt investments with
carrying coupon rates ranging from 4.65% to 7.25% with
certain features which could not pass the testing of solely
payments of principal and interest on the principal amount
outstanding and accounted for financial assets at fair value
through profit or loss on the initial recognition.

Upon the initial application of HKFRS 9, the Group’s equity
investments of &Rk MEGAETITIREHR L (BRER) (“V
Fund”) in the amount of RMB36,750,000 were reclassified
from available-for-sale investments to financial assets at
FVTPL as at 1 January 2018. And during the interim period
the Group has also made another equity investment in the
amount of RMB20,000,000 into a newly set up partnership
enterprise which was established with the independent
third parties, the equity interest accounted for only 1.46%
and this equity investment was also measured at FVTPL. In
the opinion of the directors of the Company, the fair value
change of these equity investments is insignificant since the
initial recognition.

Sunny Optical Technology (Group) Company Limited

. INTERIM REPORT 2018

RAFHEHRE  AEEERTETAN
NEEZEmMAERE4.65%E7.25% FEMH
BEBRE (ABEETHY)  ZSKREERE
EEBRARNEREZINAS RAREERN
©ZH B MRIBER R - MRV ER
RAEIR AR BT A BTN S REE °

ML ERABEBNBHRELEAFHRE - &
SERBKTIEASITRER L (BRE
%) (IVE%]) £5 A AR%S36,750,000
THRERERATHEERER T —
NE—A—BEFHBRIEAAETA
BaMemEE - RAFBHER A%
B e 5 — 152 % A R%20,000,0007T
WRERE  BBYFE=HAFKIEE
¥ RIEEGE1.46%  HWRERE IR
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During the current interim period, the Group entered into
several contracts to purchase fund units (the “Fund”)
with a financial institution. The entire contracts have
been accounted for financial assets as FVTPL on initial
recognition. As at 30 June 2018, the fair value of the Fund
is United State Dollar (‘US$” or “USD”) 48,898,000 per the
investment statement of the financial institution, equivalent
to RMB323,539,000.

During the current interim period, the Group entered
into several contracts of unlisted financial products and
structured deposits with banks. The unlisted financial
products are managed by related banks in the PRC to
invest principally in certain financial assets including bonds,
trusts and cash funds, etc. The unlisted financial products
have been accounted for financial assets at FVTPL on initial
recognition in which that the return of the unlisted financial
products 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 5.20% (31 December 2017: 2.20%
to 5.30%) per annum. The structured deposits contain
embedded derivatives that were not closely related to the
host contracts and the entire combined contracts have
been measured as financial assets at FVTPL on initial
recognition.

In the opinion of the directors of the Company, the fair value
change of the unlisted financial products and structured
deposits is insignificant in the current interim period.

RAREHR  AEEFFTETELN
MeRgBEEEESEM ([E2]) -2
HENRVTERKEIER AL BEITA
BamemEE - RZZE—NFXA=
TH BRESERBENKRERK E2
" A #2 {E 548,898,000 7T * EHRAR
#323,539,0007T °

RAREHR  AEEERTHRITAET
FEITMEMERMREBEEREH -
ZEFLMEBERBFHBBERTE
B LEERENES  fRAkBESE
CEETEMEE - FLTERMERT
NP HERFDIMER AR BT ABRDY
CRMEE ZPrFLTERERHIK
HRERERFTEEIARBEESFNE
RET AHTHERFREENT
1.80%E520% 2 (ZE—+tF+=A
=+—H :2.20%%E5.30%) - &iEMLTF
RESHFEHNTEHYHBORAITE
TR EEGHAARVTHERRITE
RIEAREFABRNESREE -

79

g

AAREFRA FLTLRERRE
T AF R 2 4 188 B A o SRR 3t
TEX -
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At the end of the reporting period, the Group held certain NMEHR NEREBEES T AKRYE P&t
derivatives not under hedge accounting as follows: FERBAMTETAENT !
Assets Liabilities
BE aE
30 June 31 December 30 June 31 December
2018 2017 2018 2017
—E-N\F —E—tF —E-N\F —T—tF
AA=+HR +ZHA=+—H ARAH=tR +ZHA=+—H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ET T ARETTT AR¥ET T ARETTT
(unaudited) (audited) (unaudited) (audited)
(RBEXR) (&= (RBEXR) (EZ)

Foreign currency forward contracts

REAIMNES Y 14,987 - 5,006 28,788
Foreign currency options contracts

SNEHARE S 4 938 S35 2,919 4,247
Total # %8 15,925 8,875 7,925 33,035

Less: current portion & : ENEAZE %
Foreign currency forward contracts

RERIMNE S K 10,135 = 1,261 -

Foreign currency options contracts

SNEHIRES 49 938 1,092 2,919 30,438
11,073 1,092 4,180 30,438

Non-current portion 3EEIHE 5 4,852 2,283 3,745 2,597

_-'. 920 .'-_ Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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As at 30 June 2018, the Group had entered into the following

foreign currency forward/options contracts.

The Group entered into several USD/RMB foreign currency

forward contracts with banks in the PRC in order to manage the

Group’s foreign currency risk.

—NFNA=1HI1XMEA

RZZ-N\FARA=1THB AEEDFIZMNA
TERIMNESHRINEHESL -

AEEDRBABEORTILETETLAR

BERHIINER K - AR

i@ o
AA

Maturity date
Z#A

B IR K £R [ B0 S BE R

Weighted average

forward exchange rate

eI E A E &

Receiving Selling

currency currency

R EE ¥ BHEY

Contract S USD20,000,000 RMB134,194,000
548 20,000,000%7T  AX%134,194,0007T
Contract T USD37,000,000 RMB244,396,000
BHT 37,000,000%7T  ARK#244,396,0007T
Contract U USD40,000,000 RMB263,240,000
&HU 40,000,000%7T  AK#263,240,0007T
Contract V USD37,000,000 RMB244,400,000
BHV 37,000,000kt  ARX®244,400,0007T

Contract Series W

AHWET

USD112,500,000

112,500,000 7T

RMB750,103,000

AR#750,103,0007C

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 each of the valuation dates specified within
the respective contracts (“Valuation Date”).

23 November 2018

—N\&+—A=+=H

14 June 2019
—NFAATHEA
14 March 2019
—NWF=A+mHmAH
14 March 2019

—hE=A+mA
Since 18 July 2018
Semi-annually

BE-Z-N\FLA+/\BE

BEF

USD:RMB at 1:6.71
ELHARE - 1:6.71
USD:RMB at 1:6.61
ETLHARE : 1:6.61
USD:RMB at 1:6.58
ETHARE £ 1:6.58
USD:RMB at 1:6.61
ELHARE : 1:6.61
USD:RMB from

6.40 to 6.99
ETRAARE :
6.40%6.99

AEBCRFERTP HE@%EHJI%?%TE

AARBINERES

B R

AEBANE B KIS

B AEBAREER

EMEERS (HETE

B 2R REZFRITETR

REXBEE (KE) ARARA _-'
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At each Valuation Date, the Reference Rate* which represents
the spot rate as specified within the respective contracts shall
be compared against the strike rates (upper and lower)/barrier
rate as specified within the respective contracts, and the Group
may receive from/pay to the bank an amount as specified in the
contracts if certain conditions specified within the respective
contracts are met.

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

REMBEAY  2EEXR (BEEHNMETE
MIREER) AREANMIEENITEER
(ERETR) PIEERELLR - BEER

BERMMEES TIRENBRT - AEEA
RAEBRITKE, XNZEEHMEENS

B e

BEEMINERESHNFBTHENT

Notional Strike/barrier/ Ending Settlement
amount forward rates Date (Note 1)
766,/ P FEREERH
EREH RHER (HaE1)
USD’000 30 June 2018 31 December 2017
—E-N\E T —tF
TER AA=1+H +=-H=+—H
Contract K (Note 2) 60,000 USD:RMB at 1:7.156 N/A 27 March 2018
AHK (KfEE2) 60,000 ETLHARYE 1:7.156 rER —T-N\E=A=-++tH
Contract L (Note 2) 60,000 USD:RMB at 1:7.15 N/A 27 March 2018
AHL (PHEE2) 60,000 ETAARKE 1715 FER Z—E-NF=ZAZttH
Contract M 60,000 USD:RMB at 1:7.22 26 September 2018 26 September 2018
AHM 60,000 EnRAARKE 1722 ZB-NFAA=+ARB T N\FAAZTRA
Contract N 60,000 USD:RMB at 1:7.20 26 September 2018 26 September 2018
ABHN 60,000 ETHARE 1720 ZB-NFRAAZ+AB Z—T-/\FAAZ+XH
Contract O 200,000 USD:RMB at 1:7.30 7 May 2019 7 May 2019
A #0 200,000 ETHARE 1:7.30 —E-hFRAtH —Z-NAFRALH
Contract P 200,000 USD:RMB at 1:7.28 7 May 2019 7 May 2019
axP 200,000 ETRAARKE - 1:7.28 “B-NEIALH —Z-AFRALH
Sunny Optical Technology (Group) Company Limited

. INTERIM REPORT 2018
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19.DERIVATIVE FINANCIAL ASSETS AND
LIABILITIES (CONTINUED)

Foreign currency options contracts (Continued)

Note 1: Each contract has a series of settlement dates. The ending
settlement dates stated as in the above table represent the
last settlement date, specified within respective contracts.

Note 2: Both contract K and contract L were settled as a result of
occurrence of trigger event on 26 March 2018.

The Group has entered certain derivative transactions that are
covered by the International Swaps and Derivatives Association
Master Agreements (“ISDA Agreements”) signed with a bank.
These derivative instruments are not offset in the consolidated
statement of financial position as the ISDA Agreements are
in place with a right of set off only in the event of default,
insolvency or bankruptcy so that the Group currently has no
legally enforceable right to set off the recognised amount.

I.TTEEMEERER (&)

HNEHESH (&)

W1 BRNHE—RINGEERH - ERATRE
REEAHESANMEBEENRREER

M2 AR —ZE—NEF=ZAZT " BELBRSE
o AEBBELHEBEKHIKEL °

AEFBEFTVETIEAETIARS  BRTE
AINERESRITET ARE A GBS Rk
EX5 - -ARNBEREREITETRABE AW
mAE EURHBRERFKA ENER
RIENIBER TITEEHEE  RAKEB R
I 4 7] 4 $4 7 58 5 TR 0 4O BT 58 I AT 42
Mo B ZFETET AL RRERE BB
MR -

ﬁ?%%ﬂﬁ(%s)ﬁm@a;“ggﬂ
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30 June 31 December
2018 2017
—E-N\F Tt
ANA=+H +ZHA=+—H
RMB’000 RMB’000
AR¥T T AREEF T
(unaudited) (audited)
(REER) (KT Z)
Raw materials R+ %t 460,286 314,064
Work in progress £ &L 391,764 149,294
Finished goods X & 1,952,165 2,158,486
2,804,215 2,621,844
30 June 31 December
2018 2017
—E-N\F —E—tF
AE=+E +=A=+—~
RMB’000 RMB’000
AR¥T AREEF T
(unaudited) (audited)
(REER) (T %)
Current assets KRB &EE
Trade receivables & 5 fE U ZU A 5,500,314 4,546,193
Less: allowance for doubtful debts J& : REREE (99,445) (96,850)
5,400,869 4,449,343
Bill receivables U ZE 489,258 796,945
Loan receivables W & 129,515 138,059
Other receivables and prepayment: £ & U 7k 18 K Fa 1+ 7008 -
Value added tax and other tax receivables J&U I8 (& 5 5 E b fiE U 7 18 59,370 42,807
Individual income tax receivable from employees &Y {& & 18 A Fr 13 - 45,890
Advance to suppliers 4 i & i 70 18 44,177 35,357
Interest receivables J& Uz & 21,930 10,714
Prepaid expenses a5 sz 96,064 76,469
Rental and utilities deposits fl& R ARB S XL S 56,709 55,133
Prepaid wages and advances to employees J8{J{& B & &k 2} {E B Z A 5,595 3,586
Others Efth 23,621 11,386
307,466 281,342
Total trade and other receivables and prepayment
B 5 I E th JE WK TE R IE T IR R 6,327,108 5,665,689

'-_ Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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The Group allows a credit period from 60 to 90 days to its trade REBLTEHEFP60XEIORNEELH -
customers and 90 to 180 days for bill receivables. The following REFRIKEEIOAEZISOAMEEH - A
is an aging analysis of trade receivables net of allowance for TARREHAENEEZR (EEERKERE
doubtful debts presented based on the invoice date at the end DHEHBEE) 2% E S EKRZIE (B RE
of reporting period, which approximated the respective revenue B ) HBREC DA o

recognition dates.

30 June 31 December
2018 2017
—E-N\F —E—tF
AA=+H +TZA=+—H
RMB’000 RMB’000
AR®TT ARBTTT
(unaudited) (audited)
(RBEXR) (BEZ)
Within 90 days 90K A 5,307,158 4,404,611
91 to 180 days 91K E180K 87,707 43,102
Over 180 days 180K A £ 6,004 1,630
5,400,869 4,449,343
Aging of bill receivables at the end of reporting period is as R EHRNEREERRSTAT -
follows:
30 June 31 December
2018 2017
—E-N\E —E—+tF
ANB=+H +ZA=+—H
RMB’000 RMB’000
AR¥F T ARBTT
(unaudited) (audited)
(RBER) (fe&E%)
Within 90 days 90K AR 447,458 682,520
91 to 180 days 91K E180K 41,800 114,425
Total #2%8 489,258 796,945

BERSRH (RE) ARAT 95 g
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Movement in the allowance for doubtful debts: RARAEFE B
30 June 31 December
2018 2017
—E-N\E —E—tF
~NA=+H +-A=+—H
RMB’000 RMB’000
AR¥ET T ARBFIT
(unaudited) (audited)
(REEFR) €<$29)
Balance at 31 December 2017 R-Z—+tF+ - A=+—BH&H 96,850 141,827

Remeasurement of loss allowance under ECL
BN EEAEEEENBERE 1,966 =
Balance at 1 January 2018 R=_Z— NF—H—BHH&E% 98,816 141,827
Impairment losses recognised on receivables E #E#2H) JE UL 2 I8 5 (B 6 18 8,308 18,735
Amounts written off as uncollectible 7~ ] U [B1 & B #fi $5 59 & 48 (769) (2,076)
Impairment losses reversed Ji{& 518 £ 2] (6,910) (61,636)
Balance at end of the reporting period k& 8 K 45 & 99,445 96,850
Sunny Optical Technology (Group) Company Limited
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As part of the Group’s credit risk management, the Group uses
debtors’ aging to assess the impairment for its customers
because these customers consist of a large number of
small customers with common risk characteristics that are
representative of the customers’ abilities to pay all amounts due
in accordance with the contractual terms. The following table
provides information about the exposure to credit risk and ECL
for trade receivables which are assessed collectively based on
provision matrix as at 30 June 2018.

ERASEEERREEN—Fn  A&H
RABBANKRRIEEPRE  REZZ
EEXEFHRAEABRFRARSH (AEREKRE
FPREBEOEKINAE ZIHKIBNEE ) B
NEIRPFRAK o TREHRBEER-_F—N
FRA=ZTERERBEHERELHES TTFF
ENESRUFBRZEERRIEREES
BER -

Gross Impairment

Average carrying loss

loss rate amount allowance

T EEE IREAE RESBRE

RMB’000 RMB’000

ARETTT AR¥ETTT

1 -90 days 1KE90K 0.04% 5,309,371 2,213
91 — 120 days 91 K= 120K 0.55% 64,432 356
121 — 180 days 121 KZE 180X 0.81% 23,806 193
More than 180 days 180K A _E 90.58% 6,755 6,118
5,404,364 8,880

The estimated loss rates are estimated based on historical
observed default rates over the expected life of the debtors and
are adjusted for forward-looking information that is available
without undue cost or effort. The grouping is regularly reviewed
by management to ensure relevant information about specific
debtors is updated.

As at 30 June 2018, the impairment allowance is provided in the
amount of RMB99,445,000, among which RMB8,880,000 was
made based on the provision matrix and RMB90,565,000 was
assessed individually on the debtors with significant balances
amounting to RMB95,950,000.

EEtEEEDEREE ANTRRERARNDN
BEBREOTETES  UREFHEN
VENRARE NMAIS 2 ATEEERETT
HE - D BHEEETHR - UEREH
FEBRMBANBBEENZ&EHA

RZZFE—N\FXA=1H8 s REREEEA
R#99,445,0007T © E AR ¥8,880,0007T
DERBESEEL - & ARM0,565,000
TC T BB T KA R E A R 95,950,000
TTHEBABE -

RPHDPRE (£8) BRAT 97 g
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The Group pledged certain of its bank deposits to banks as
security for note payables.

Short term fixed deposits carry fixed interest rates ranging from
1.95% to 2.13% (31 December 2017: 1.95% to 2.13%) per
annum. Short term fixed deposits have original maturity dates
less than one year and therefore classified as current assets.

Bank balances, which represent saving accounts and deposits,
carry interest at market saving rates at 0.35% (31 December
2017: 0.35%) per annum.

On 20 May 2018, the Group resolved to dispose one small
piece of the Group’s land and above ground buildings to two
independent third parties due to the limited use on the large
scale expansion of capacity. According to the execution transfer
agreement, the transaction date and price had been determined
and the land along with above ground buildings were expected
to be sold within six months from 30 June 2018 which should
be classified as disposal assets held for sale and are separately
presented in the condensed consolidated statement of financial
position. As at 30 June 2018, the Group has received a deposit
in advance amounting to RMB58,121,000 from the third party
purchasers.

The sale proceeds are expected to exceed the net carrying
amount of the relevant assets and, accordingly, no impairment
loss has been recognised.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018

AEEDBEWEE TROTFERERNREDN
i e

T RERIEN F1.95%F2.13% (=T —
+tF+-A=+—H :1.95%%2.13%) K&
EFMETE - EHETHERRIEBE LR
—F AmMESERARDHEE -

RITERIERERP NFXK © 120.35% (=ZF
—+F+=-A=+—H :0.35%) mHHE
GEREFETL -

RZZE—N\FRA=Z1+H BHRELKRE
R AEBAEBAERN—\RERA
RO THRHMEEFHE TMEBILE =
7o MBEAITEHERZE  XHABNERLE
KRETE - THRMEAEFEHER-_Z—N
FRAZTERAEARNLEE HAWE S
BEEHENEE  UHEBRE BN
ERNEBEY - R-—T—N\FXA=F+AH"
AEBEERE=ZFABEARIBEMIZE AR
#58,121,0007T °

HE IS FRTERT M B AEE ENREF
8 - FBREREMRERSE
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Major classes of the disposal assets as at the end of the current
interim period are as follows:

RARHHER - HEEEMTERBMT :

RMB’000

ARET T

Properties #)3% 19,692
Prepaid lease payments A& 23,094
Total assets classified as held for sale 219 A B FENEEESE 42,786

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

ATARBEMRANERZAREEZTINE
SN I K RN BRI RRER DA ©

period.
30 June 31 December
2018 2017
—E-N\F —E—tF
AA=tR +ZHA=+—H
RMB’000 RMB’000
AR¥ET T ARET T
(unaudited) (audited)
(REER) (fezERz)
Current liabilities F B & &
Trade payables & 5 &+ 718
Within 90 days 90K AR 3,846,386 3,802,811
91 to 180 days 91 A E180K 420,569 384,235
Over 180 days 180KJA £ 4,482 2,402
Accrued purchases JEFHEREERE 440,164 350,351
Total trade payables & % & IR AR EE 4,711,601 4,539,799
Note payables {2 %
Within 90 days 90K AR 552,946 614,156
91 to 180 days 91K E 180k 13,320 34,371
566,266 648,527

RPHDPRE (£8) BRAT 99 g
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30 June 31 December

2018 2017
—E-N\F —T—tF
AA=tR +ZA=+—H
RMB’000 RMB’000
ARBT ARMBTT
(unaudited) (audited)
(REER) (feEZ)
Other payables Hth f& 1+ 718
Payables for purchase of property, plant and equipment
BEYE  HBENRREBEMNTUR 129,089 133,647
Payable for acquisition of assets Y38 & 2 &~ FUA = 3,520
Staff salaries and welfare payables fEfI 8 T# 4 MEF| 393,479 461,953
Advances from customers &P 8 B = 76,050
Payable for acquisition of patents U 8 25 FI| & (< Z A 40,681 40,224
Value added tax payables and other tax payables J& /< 18 1& 5 5 £ fib fE 1~ 5 18 36,195 171,324
Technology grant payables JEf R B & - 25,832
Commission payables fEf & 8,742 11,078
Interest payable F& {5 &, 67,716 3,314
Rental and utilities payable B & Mk AR EE£EH 11,913 15,017
Accrued research and development expenses fEzHH 35 &% - 1,272
Deposit in advance (Note 24) Btz & (H5£24) 58,121 -
Others EAth 23,168 51,245
769,104 994,476
6,046,971 6,182,802
Non-current liability JER 81 & &
Long term payables & /&~ 7B
Payable for acquisition of patent U & = 7| & {3118 362,852 347,294
The credit period on purchases of goods is up to 180 days EREENEESRZ A180K (ZE—+
(2017: 180 days) and the credit period for note payables is 90 F:180K) RENEENEEHAIORE
days to 180 days (2017: 90 days to 180 days). The Group has 180K (ZZE —+tF : 90K E180K) - A&
financial risk management policies in place to ensure that all B ERVBRAREREE  UWRERRFIERE
payables are settled within the credit time frame. MRIBEBNMEEBRZ AT -

_-'.1 OO Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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During the current interim period, the Group obtained new bank
borrowings with amounts of approximately RMB923,964,000
(corresponding period of 2017: RMB1,005,817,000). The proceeds
were used to meet the working capital requirement and
acquisitions of property, plant and equipment. Repayment of
bank borrowings amounting to approximately RMB802,047,000
(corresponding period of 2017: RMB453,570,000) were made in
line with the relevant repayment terms.

As at 30 June 2018 and 31 December 2017, the borrowings
with a total amount of approximately RMB886,624,000 (31
December 2017: RMB712,881,000) were denominated in
United States Dollar. The Group’s borrowings carried fixed-rate
of 3.92% and variable-rate of 2.73% to 3.92% (31 December
2017: 3.92% and 2.26% to 3.92%) per annum.

As at 30 June 2018, no borrowings are secured by certain
buildings and land of the Group.

RAFHEME - AEBESHIZRITEELD
AR 923,964,000 (ZF—tFRH : A
[R¥1,005,817,0007T) - ZERIEREEE
BoRhWEYE - HERERE TEBEE
EIRTTEE O ARES02,047,000T (=ZF —
+F R AR®453,570,0007T) @ FA
B8 RN o

RZE-—NFANA=+BR_ZE—+5F+
ZA=+—8H" #8354 AR%¥886,624,000
T(ZE—+FE+_A=+—H: ARK
712,881,0007T) MG EAETTAHE - AEE
B E1L3.92% ) [E F F F % %2.73%£3.92%
WA EFNE (ZE—+F+=-A=+—8:
3.92% K2.26%%=3.92%) 5 8 °

RZZE-N\FRA=+H ¥TEEEALXE
BETEBFRLHER

Six months ended 30 June
BZEXA=1tHILAXEA

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR®T T AR¥BTTT
(unaudited) (unaudited)
(RBEXR) (REEEZ)
Amounts credited to profit or loss during the period: HIRNEt A Bz £ 58 ¢
Subsidies related to technology enhancement of production lines
A E R BT BUE R BR 11,480 4,389
Subsidies related to research and development of technology projects
FHTIE B i 3% ARG 12,720 2,754
Incentive subsidies 52Eh# Ak 36,298 6,556
60,498 13,699

RPHDBRE (£8) BRAT _."101 }
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30 June 31 December

2018 2017
—E-N\F T —tF
AA=tBR +ZA=+—H
RMB’000 RMB’000
ARMF T ARBTT
(unaudited) (audited)
(RBEXR) (feE&Ez)
Deferred income related to government grants: BN B @ EIEUWA -
Subsidies related to technology enhancement of production lines
A ERBAMSCEMRL 47,361 29,751
Subsidies related to research and development of technology projects
FHiTTE B i 3% i Rh 31,509 53,862
Total 485 78,870 83,613
Less: current portion J& : BVHAEE 5 (31,952) (38,788)
Non-current portion FEE1EFER 46,918 44,825

On 16 January 2018, the Company issued unsecured bonds in the
amount of US$600 million at the rate of 3.75% which will be due
by year 2023 to professional investors outside of the United States
in accordance with Regulation S under the U.S. Securities Act. The
issuance has been completed on 23 January 2018 and the listing
of the bonds in the Hong Kong Stock Exchange became effective
on 24 January 2018.

The Company has used part of the net proceeds from the
bonds for funding capital expenditures, fulfilling working capital
requirements, refinancing existing indebtedness and other
general corporate purposes.

During the current interim period, interest expense of
approximately RMB66,133,000 was recognised in condensed
consolidation statement of profit or loss.

Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018

R=ZF—NF—A+8  Z2aREER
(BEHE)SHEOIMEBRINEZEIREEFT
RZ=F = =4 5|Hj 2 600,000,000% 7L3.75E
WEEHRES ZRETERZE—N\F—H
Zt=HXEK  BEFREBWMIMH LT
RZZ—N\F—A=-+HBAEK -

ARARIERIBDEFAERBFERER/E
ARXRHES mEEEESsH K BEA
EHBREREM—RAF AR -

RAFRHEERRE - 49 A R #66,133,0007T & 7
ERTYNEREABERPER -
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Issued share capital as at 30 June 2018 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.

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:

RZZBE—NFENA=Z+THHNDBEITHRA
/109,700,000 7t (MH & R 9 A R %
105,177,0007T) * % 41,097,000,0004% & %
EEO.1ETTH LA - NAFHIEME - A2
RIE BT TAR AN A E o

KX B P SR B 9 PR I M B AD A AR E TV R B AR
REROPRFE L BN EETE -

ET%&BE%H’I‘EH%%E’U%& BREMEBAAEN

Weighted
average No. of
fair value Restricted
(per share) Shares
n#EEH PR #5114
ARE (BR) REEE
HK$ ('000)
BT (FaR)
At 1 January 2017 (audited) R=ZE—+F—A—H (KF%) 14.402 12,722
Forfeited 2 784% 26.719 (176)
Vested B 57/E 13.065 (7,928)
Granted B & 74.904 1,443

At 31 December 2017 and 1 January 2018 (audited)

R_ZT—tF+_A=+—AE=-_ZT—/\F—F—A8 (KFEX) 30.199 6,061
Forfeited £ 78I 28.049 (166)
Vested £ /& 24.518 (2,563)
Granted (Note) B i (Ff7E) 156.000 530
As at 30 June 2018 (unaudited) R =ZF—N\FXA=+H CRE&EEZ) 51.338 3,862

The equity-settled share-based payments expense charged to
profit or loss was approximately RMB45,040,000 for the current
interim period (corresponding period of 2017: RMB45,573,000).

RAFRBER  RESNBRAAESEER
A ERIER T4 A AR 45,040,00070
—ZT—+FRH : AR%45,573,0007T) °

REXSHE (28) ARAT S "
2018 ISR -..103..-
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Note: The restricted shares granted during the current interim period MIsE -

vest on every anniversary date of the grant date of each batch
of the restricted shares in tranches on the following scale:

Fair value (per share)

ARE (BK)
Restricted Shares PR %4 i 17 HK$ &t

TAZS F B HA P 2 3¢ b PR 1 B ) I B L BR
SRR L BN ESEAF BIRATR
BoRERS -

Scales R

530,440 shares 530,440/ fix {7 156.000

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

One-half ZH 27—

PR R BB RA R ETER AR
B TISERRFTE -

30 June 31 December

2018 2017
—ZE-N\F —E—+fF
AA=tR +ZHA=+—H
RMB’000 RMB’000
AR®TT ARBTT
(unaudited) (audited)
(RBEXR) (ReEErz)
Capital expenditure in respect of acquisition of property,
plant and equipment contracted for but not provided
in the condensed consolidated financial statements
ERTHERNERGESTBERERBEHEEARBY X BRI LRENELARX 737,196 789,610

104
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Name

=L

Principal activities

FTEXK

Relationship

A

Ningbo Sunny Electronic Limited
(“Ningbo SST”)

EREFETARAF
(BT ])

BT RENBERERAT
(TREHB))

ERTAEARESERAR
(288 )

Jiangsu Sunny Medical Equipments
Co., Ltd. (“Jiangsu Medical”)

LR FEESMAR AR
(DMIzmRTER])

Manufacture and sale of
telescopes and riflescopes
FERIHERRE RIEES

Manufacture and sale of parts
for optical instruments

HERHE R EIRET

Sale of electronic devices
HEBEFRE

Manufacture and sales of
medical instruments
HENIEE BE S

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

RRRIEEREEERBRR T XER
SRR PRSI A R

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

RATERERERL (WAEEA
BEARXE) LRAEHNQAE

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

AATRBRERABRBME LA
[SiEet WG]

An associate of the Group
REEKE QA

REXSHE (28) ARAT o "
2018 s - 109
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Name

=L

Principal activities

EFRER

Relationship

BAF

Ningbo Wissen Intelligent Sensing
Technology Co. Ltd. (“Ningbo
Wissen”)

ERGRE EERRIMARAE
(TERAER])

MEMS Dirive, Inc. ("MEMS")

MantisVision Ltd. (“MantisVision”)

SEMEALTRETNAREE)

(*V Fund”)

SUTERETREP L (BRER)

(TVE=Z )

Sunny Optical Technology (Group) Company Limited

. INTERIM REPORT 2018

Research and development of
imaging motion sensors
e KGR IE S F RS

Development and sales of
MEMS actuator
F % & SHEMEMSEE B 28

Developing, manufacturing and
marketing of emergent vision
technologies for consumers
and professional applications

REFPRBEXEMFAE  8HER

HE BT BUE B 5l

Equity investment management

iR E e

A wholly owned subsidiary of an
associate of the Group
REE 2 B B E AT

An equity instrument held by the
Group
AREEFANERTA

An equity instrument held by the
Group
AEBEFENER TR

An equity investment of the Group

AEENEDRRE
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Six months ended 30 June

BEAA=tTHILLAEA

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR¥F T ARBFIT
(unaudited) (unaudited)
(REBERZ) (REEZ)
Sales of goods $HEE R
Ningbo Wissen Z8 i 4 #x 4,881 1,839
BN E mEE 973 443
Jiangsu Medical JT & 5¢ F 28 & 376 462
MantisVision MantisVision - 882
Ningbo SST Z& 5 TR - 51
MEMS MEMS - 34
6,230 3,711
Sales of raw materials 8§ & FE 4%
RENE B8 = 58
Purchase of raw materials B FE# %
BN E e 4,381 4,343
#mEE =R 192 118
4,573 4,461
Purchase of property, plant and equipment BE Y% - #ERRE
Ningbo SST Z R 72 FRHE = 58
Utilities and rental income 2 HEXRHELIWA
Ningbo Wissen Z i # #x 651 439
Ningbo SST )i 52 FRHY 248 184
899 623

RPHDPRE (£8) BRAT
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£108';

Six months ended 30 June

BEAA=THILLAEA

2018 2017
—2-NF  —F+tF
RMB’000 RMB’000
ARMF T AR¥ETTT
(unaudited) (unaudited)
(RESEZ) (REEEZ)
Property rental and utilities expenses Y ¥#HE R AASEETH
Ningbo SST %)% 5 FHHY 327 279
Gain on disposal of property, plant and equipment
HEWE - #BERREWR
HENE BENRE - 618
Fund management income E£EE U A
V Fund VE& 3,019 1,226

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 2018
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At the end of the reporting period, the Group has the
following significant balances with related parties:

RBEHR AEEEBEALHNEX
rEERINT

30 June 31 December
2018 2017
—E-N\F —T—tF
ANA=+H +=-—A=+—8H
RMB’000 RMB’000
AR®T T ARBTT
(unaudited) (audited)
(REER) (f&EZ)
Current assets: BV EE :
Amounts due from related parties EULREFE A L 3IE
MantisVision MantisVision 32,695 -
Ningbo Wissen % &% 4 7% 985 2,810
33,680 2,810
Current liabilities: JREN & (&
Amounts due to related parties JE~E8:E A £ 718
B NE ELE 3,315 4,005
Ningbo Wissen % % 4 7% 341 82
Jiangsu Medical T #f % F & & 119 -
#WEE R 62 =
MantisVision MantisVision 20 —
Ningbo SST )i 52 FRHE 2 -
3,859 4,087

RTRBRE (RE) FRAR
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The following is an aged analysis of related parties’ balance
of trade nature at the end of reporting period.

ATRRRERRBEZEENREA
REERRFRER DA -

30 June 31 December
2018 2017
—E-N\F —E—+F
ANA=+H +ZA=+—H
RMB’000 RMB’000
ARMF T ARBTT
(unaudited) (audited)
(REEEZX) (feE%)
Current assets: RENEE :

Within 90 days 90X A 33,680 2,810
30 June 31 December
2018 2017
—E-N\F —E—tF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
ARMF T AR¥ETTT
(unaudited) (audited)
(RBER) (fe&E%)

Current liabilities: 7 E) & &
Within 90 days 90X A 3,859 4,087

The Group allows a credit period of 90 days to related
party trade receivables (31 December 2017: 90 days). The
average credit period on purchases of goods from related
parties is 90 days (31 December 2017: 90 days).

_-'.1 1 O Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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Notes to the Condensed Consolidated Financial Statements

B4R S B T ¥R R MY =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 &2 = — \F /XA =+ H I8 A

32.RELATED PARTY DISCLOSURES 32.BEA+HE (&)
(CONTINUED)

(d) Compensation of key management personnel d) TEEBAEEHM

Six months ended 30 June
BEARAB=1THIEAEA

2018 2017
—E-N\F —ET—LF
RMB’000 RMB’000
ARBTT AR¥EFTTT
(unaudited) (unaudited)

(REE®R) (REFEZ)

Short-term benefits 52 Hi1& 7| 5,978 5,695
Post-employment benefits Btk 1% 12 A 279 331
Share award scheme benefits %17 82 Ehz1 Z4& 7| 4,031 4,175

10,288 10,201

FFNBRI (£E) BRAF . 1 1 1
2018 HEiwE -
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Fairvalue  Valuation technique
Financial assets Fair value as at hierarchy  and key inputs
tREE RUTAENARE DRESR HEERTEBRAYE
30 June 2018 31 December 2017
(unaudited) (audited)
“B2-N\EXRA=1H ZE2—+&+ZA=1-H
(REEK) (EE%)
Financial assets at fair value Listed debt securities: Nil Level 1 Quoted bid prices in an active market
through profit or loss RMB152,566,000 i F— ERTRN TS RE
NI ER PN LS
THAE AR #152,566,0007C
Financial assets at fair value Funds: RMB323,539,000 Nil Level 2 Determined based on the fair value of
through profit or loss £ & FZH underlying investments which are quoted
NN I =Lt ) AR#323,530,0007C in active markets
ERAE RENERNS FEBREN DA EE
i
Foreign currency forward Current and non-current Nil Level 2 Discounted cash flows
contracts classified as derivative financial assets: & ot Key inputs:
derivatives financial assets RMB14,987,000 (1) Adiscount rate that reflects the credit
and liabilties RBRIERIITECRERE - risk of the banks
PEAITESHEER AR14,987,0007T (2) Forward exchange rate
BEMEENESD URBERE
Current and non-current Current derivative financial FEHAHE
derivative financial liabilties: liabilities: RMB28,788,000 (1) RMSRITEERREE X
RMBS5,006,000 MEITESRAE () EHEX
mBRERBITEEREAR - AEH28,788,00070
AR #5,006,0007T
Financial assets at fair value Unlisted financial products and  Unlisted financial products and ~ Level 2 Discounted cash flows
through profit or loss structure deposits in the PRC:  structure deposits in the PRC: £ =#} Key inputs are:

RALEFARRNEREE

RMB3,679,800,000
HEETEREMR
EEMER
AR 3,679,800,0007T

'-_ Sunny Optical Technology (Group) Company Limited

. INTERIM REPORT 2018

RMB1,952,340,000

HEE LM RERR
BRMER
ARHE1,952,340,0007C

(1) expected yields of debt instruments
invested by banks

(2) adiscount rate that reflects the credit
risk of the banks

URBERE

TEBARBR:

(1) ROREEBIAMBRKE

2 REFITEERBNERE



FOR THE SIX MONTHS ENDED 30 JUNE 2018 #,2 —ZF— )\EN A=+ H1E 5B A

Fair value  Valuation technique
Financial assets Fair value as at hierarchy  and key inputs
SREE RUTBEHARE DAESR REERIEBABE
30 June 2018 31 December 2017
(unaudited) (audited)
“B-N\EXRA=1H ZE2—+t&+ZA=1-H
(REER) (BE8)
Foreign currency options Current and non-current Current and non-current Level 3 Black-scholes model
contracts classified as derivative financial assets: derivative financial assets: E Key unobservable inputs:
derivatives financial assets RMB938,000 RMB3,375,000 \olatility of the foreign exchange rate (Note 1)
and liabilities RBRIFERPITECREE :  RBIERDITEEREE N5 — SFRETE
PERTETHEER AR#938,0007 AR3,375,0007 FERTBREAYE -
BRERMINEHRSH )% E (Fitst1)
Current and non-current Current and non-current
derivative financial liabilties: derivative financial liabilities:
RMB2,919,000 RMB4,247,000
RBRIERPITECRAE: RBICERDIEERERE:
AR¥2,919,0007T AR#4,247,0007
Unquoted equity investments  Equity instruments at FVTOCI: NIl Level 3 Income approach
BOERERE RMB162,363,000 id E=R Key unobservable inputs:
BAR B AR R EKETIR (1) Long term revenue growth rates, taking
MERTH: into management's experience and
AR#162,363,0007T knowledge of market conditions of the
specific industry;
Equity investments at FVTPL: (@) Weighted average cost of capital
RMB56,750,000 (Note 2)
BARBABRORERE : WAE
ARH56,750,0007 IERNTBRHANE -
() REWEERE LERERENER
REFTEMSHME -
@ METHERIK (Fiz2)
Note 1:The higher the volatility of the foreign exchange rate, the higher MizE1 : EXDEE  ARERS

the fair value;

Note 2: The higher the long term revenue growth, the higher the fair
value; The higher the weighted average cost of capital, the lower

the fair value.

There is no transfer among level 1, 2 and 3 during the period.

BisE2 -

HR%E—

RAKREEDS - AAERS  NET
: A1 % o

C CHREFE=REWEER -

RTRERE (RE) FRAR]

2018 s - 119



FOR THE SIX MONTHS ENDED 30 JUNE 2018 &%= —ZE— \E XA =+H1~1EA

Foreign
currency Unquoted
options equity

contracts investments Total
HNEHREEH BERERERE e
RMB’000 RMB’000 RMB’000
ARETTT ARETT ARETTT
At 1 January 2017 A=E—+F— A —H (79,456) - (79,456)
Total gains Yz 4258 62,290 - 62,290
— in profit or loss A8z 62,290 - 62,290
— in other comprehensive income 7 £ th & W - - =
Purchases & & - - -
Settlements && - - -
At 30 June 2017 R=—ZE—+FA=+H (17,166) - (17,166)
At 1 January 2018 R=Z—N\F—F—H (872) 170,806 169,934
Total (losses) gains (E18) 4250 (1,109) 3,307 2,198
— in profit or loss A8z (1,109) - (1,109)
— in other comprehensive income HE 2 Uk zE - 3,307 3,307
Purchases & & - 45,000 45,000
Settlements & & - - -
At 30 June 2018 AZZE— N\FRA=1H (1,981) 219,113 217,132
The directors of the Company consider that the carrying RNAGBESRE  EHPHREUBEHREFIZ
amounts of financial assets and financial liabilities measured BiHERKATHENSREERERABENERR

at amortised cost in the condensed consolidated financial BEEAEQNAERS -

statements approximate their fair values.

_-'.1 1 4.3_ Sunny Optical Technology (Group) Company Limited
. INTERIM REPORT 2018
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