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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to accommodate companies to which a high investment risk may
be attached. In particular, companies may list on GEM with neither a track record of profitability nor any obligation
to forecast future profitability. Furthermore, there may be risks arising out of the emerging nature of companies
listed on GEM and the business sectors or countries in which the companies operate. Prospective investors should
be aware of the potential risks of investing in such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market
more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no assurance is given that
there will be a liquid market in the securities traded on GEM. The principal means of information dissemination
on GEM is publication on the internet website operated by the Stock Exchange. Listed companies are not generally
required to issue paid announcements in gazetted newspapers. Accordingly, prospective investors should note
that they need to have access to the GEM website in order to obtain up-to-date information on GEM-listed
issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors of TELEEYE HOLDINGS LIMITED collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing the Listing of Securities on GEM of the Stock Exchange for
the purpose of giving information with regard to TELEEYE HOLDINGS LIMITED. The directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (1) the information contained in this report is accurate and
complete in all material respects and not misleading, (2) there are no other matters the omission of which would make any
statement in this report misleading, and (3) all opinions expressed in this report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.
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HIGHLIGHTS

Turnover for the three months ended 30 September
2003 amounted to approximately HK$6,934,000,
representing an increase of 8% as compared to the
corresponding period in 2002.

As a result of the Group's global marketing efforts,
turnover generated for the three months ended 30
September 2003 from Europe and other Asian countries
excluding Hong Kong, increased by approximately 5%
and approximately 7%, respectively, as compared to the
corresponding period in 2002. Turnover from overseas
markets in this period under review accounted for 73%
of the Group's turnover as compared to 68% in the
corresponding period in 2002.

Turnover of TeleEye IIl+ VX Video Recording
Transmitter (“TeleEye I+ VX"), a product launched
in May 2003, accounted for approximately 20% of the
Group’s turnover for the three months ended 30
September 2003. The success of the product also
contributed to the increase in the Group’s turnover in
this period under review.
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The Board of Directors (the “Board”) of TeleEye Holdings Limited
(the "Company”) hereby announces the unaudited consolidated
results of the Company and its subsidiaries (collectively referred

to as the "Group”) for the three months ended 30 September
2003, together with the comparative unaudited figures for the

corresponding period in 2002, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT (UNAUDITED)
BEhhAE=+tHLt

=@ AR

Three months ended

30 September

4,447

(1,847)
(1,769)

(1,221)

(275)

4

(279)
(12)

(291)

(0.16)

—EEB=F
2003
it it FET
Notes HK$’000
EER Turnover 3 6,934
i & A AR Cost of sales (2,506)
EM Gross profit 4,428
H 48 & WA Other operating income 97
7 3R Distribution costs (1,684)
THER Administrative expenses (1,781)
HERER A Research and
development expenditure (1,253)
REBE Loss from operations 4 (193)
BEROIFNEBHERZ Interest on advance from
—DERRBRZHME a minority shareholder
wholly repayable
within five years -
B B¢ A B5 18 Loss before taxation (193)
B IE 32 Taxation charge 5 (11)
[i% 58 JE A B 18 Loss attributable to shareholders (204)
TR EAREE (BI) Basic loss per share (HK cent) 7 (0.11)
2 B8 Rt % R R B 5 NOTES TO THE CONDENSED FINANCIAL STATEMENTS
1. —R=EE 1.  General

ARABEREFREEIMRIRERAE - M
REBHAZX HMAR AR ([
(TRIZEMR]) £ -
Limited " —RARBELEH ST

The Company was incorporated in the Cayman Islands with
limited liability and its shares are listed on the Growth Enterprise
Market (the “GEM") of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its ultimate holding company
is Etin Tech Limited, a company incorporated in the British

Virgin Islands.
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Basis of preparation

The condensed consolidated income statement and notes
thereto (the "Quarterly Financial Information”) have been
prepared in accordance with the applicable disclosure
requirements of Chapter 18 of the Rules Governing the Listing
of Securities on the GEM of the Stock Exchange (the "GEM
Listing Rules”).

The Quarterly Financial Information has been prepared under
the historical cost convention, as modified for the revaluation
of investments in securities. The accounting policies adopted in
preparing the Quarterly Financial Information are consistent with
those followed in the preparation of the Group's annual financial
statements for the year ended 30 June 2003 except as
described below. In applying such accounting policies in the
preparation of the Quarterly Financial Information, greater use
has been made of estimation methods than in the preparation
of the annual financial statements.

In the current period, the Group has adopted, for the first time,
SSAP 12 (Revised) Income Taxes. The principal effect of the
implementation of SSAP 12 (Revised) is in relation to deferred
tax. In previous periods, partial provision was made for deferred
tax using the income statement liability method, i.e. a liability
was recognised in respect of timing differences arising, except
where those timing differences were not expected to reverse in
the foreseeable future. SSAP 12 (Revised) requires the adoption
of a balance sheet liability method, whereby deferred tax is
recognised in respect of all temporary differences between the
carrying amount of assets and liabilities in the financial
statements and the corresponding tax basis used in the
computation of taxable profit, with limited exceptions. In the
absence of any specific transitional requirements in SSAP 12
(Revised), the new accounting policy has been applied
retrospectively. This change in accounting policy has not had
any material effect on the results for current or prior accounting
periods. Accordingly, no prior period adjustment has been
required.

Turnover

Turnover represents the amount received and receivable for
goods sold, less returns and allowances, to outside customers
during the period.

4R e Loss from operations
BEAAR=+HL
=@A
Three months ended
30 September
—t —ET-F
2003 2002
FrET F#E T
HK$°000 HK$'000
KEBBRERA - Loss from operations has been arrived at after crediting:
REFREZRE Dividends from investments in securities 34 31
MERA Interest income 55 81
REX L Taxation charge

BIEXH D EERMADERBREEMBRIE - ZxH
TDEBRAARRBITNREGE -

B AR B AR E 2 4% 247 W (8 AR P93 R PR
BiE - BYEEFEVHENPRETEMNEN

The charge represents taxation arising in other jurisdictions which
is calculated at the rates prevailing in the relevant jurisdictions.

No provision for Hong Kong Profits Tax has been made in the
Quarterly Financial Information as the Group's operations in
Hong Kong incurred tax losses for both periods.
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At 1 July 2002
Exchange differences
on translation of
overseas operations
Revaluation of investments
in securities
Loss attributable to
shareholders for the period

At 30 September 2002

At 1 July 2003
Exchange differences
on translation of
overseas operations
Revaluation of investments
in securities
Loss attributable to
shareholders for the period

At 30 September 2003

Taxation charge (Continued)

No deferred tax asset has been recognised in respect of unused
tax losses due to the unpredictability of future profit streams.

Dividend

The directors do not recommend the payment of any dividend
for the three months ended 30 September 2003 (2002: Nil).

Basic loss per share

The calculation of basic loss per share is based on the loss for
the three months ended 30 September 2003 of approximately
HK$204,000 (2002: HK$291,000) and 180,000,000 ordinary
shares in issue during the three months ended 30 September
2003 (2002: 180,000,000).

No disclosure of diluted loss per share for the three months
ended 30 September 2003 and 2002 is shown as the effect
of the potential ordinary shares in issue would result in a
decrease in loss per share for both periods.

Movement of reserves

RE
Bz 2 i B 5Bl
= E f##E f##E f##E &5 At Bt
Investment
Share Translation revaluation Special
premium reserve reserve reserve Deficit Total
T#ExT  TET  TET  THET THET TFET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
21,605 (59) (578) 14,990 (4,024) 31,934
- (22) - - - (22)
- - (559) - - (559)
- - - - (291) (291)
21,605 (81) (1,137) 14,990 (4,315) 31,062
21,605 (88) (901) 14,990 (5,233) 30,373
- () - - - ()
- - 509 - - 509
- - - - (204) (204)
21,605 (90) (392) 14,990 (5,437) 30,676
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial review

Turnover of the Group for the period ended 30 September 2003
slightly increased to approximately HK$6,934,000 (2002:
HK$6,397,000), representing an increase of 8% as compared to
the corresponding period last year. On a quarter-to-quarter
comparison, turnover of the Group for the three months ended
30 September 2003 increased by approximately HK$1,075,000
or 18% when compared with the previous quarter ended 30 June
2003. Such increases were mainly due to our successive products
launch and the gradual global economic recovery, especially from
the outbreak of Severe Acute Respiratory Syndrome (“SARS") in
Asia. Accordingly, loss attributable to shareholders for the period
ended 30 September 2003 diminished to approximately
HK$204,000 as compared to approximately HK$291,000 for the
corresponding period last year. Again, on a quarter-to-quarter
comparison, loss attributable to shareholders for the three months
ended 30 September 2003 sharply decreased by approximately
HK$457,000 or 69% when compared with the previous quarter
ended 30 June 2003.

During the period ended 30 September 2003, Europe, Hong Kong
and other Asian countries were still the major revenue contributors.
The Group continues to dedicate its resources in global expansion
to enlarge its customer base and expand its market share.

During the period ended 30 September 2003, the Group's turnover
was mainly contributed by sales of TeleEye video surveillance
systems (approximately 80% of the Group's turnover), of which
there was strong revenue from TeleEye Ill+ VR Video Recording
Transmitter (“TeleEye IlI+ VR") and TeleEye IlI+ VX, which
accounted for approximately 30% and approximately 20% of the
Group's turnover, respectively. In addition, TeleEye CCTV cameras
also generated approximately 10% of the Group's turnover. The
Group continues its strategy by developing more innovative
products and looking for complementary products with its existing
sales network to create synergies.

Other operating income recorded in this period ended 30
September 2003 was nearly the same as the corresponding period
last year. Other operating income mainly represented by interest
income from short-term bank deposits and US bonds, and dividend
income from Hong Kong listed securities.

Total operating expenses for the period ended 30 September
2003 were approximately HK$4,718,000 (2002: HK$4,837,000),
representing a slight decrease of 2%. Such decrease, in general,
was attributable to continuous adoption of cost effective promotion
strategy, like focusing on joint promotion with distributors/resellers,
direct mailing, press release and cold calling, which favorably
resulted in a sharp decrease in advertising and promotion expenses
but an increase in the Group's turnover.

For the period ended 30 September 2003, turnover generated by
CAMERIO Japan Inc. (“CAMERIO Japan”) increased continuously
and recorded a slight profit which was used to offset the
accumulated share of loss of an associate. As the Group's
accumulated share of loss of an associate still exceeded its carrying
amount of investment in CAMERIO Japan, there was no share of
loss of an associate in this period ended 30 September 2003
(2002: Nil).
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Financial review (Continued)

Basic loss per share reduced from 0.16 HK cent for the period
ended 30 September 2002 to 0.11 HK cent for the period ended
30 September 2003.

Liquidity and financial resources

As at 30 September 2003, the Group continued to obtain a short-
term advance from a minority shareholder to finance the operations
of Telekye (S), which is denominated in Singapore dollars and
repayable on demand. The advance became non-interest bearing
during the previous financial year ended 30 June 2003.

Except for the above advance, the Group used its internal resources
to finance its operations. The Group had bank balances, deposits
and cash of approximately HK$18,808,000 as at 30 September
2003 (30 June 2003: HK$19,348,000).

Business development

Sales performance of the Group during the period ended 30
September 2003 was greatly improved. The Group signed up a
distributor in Brazil to further expand its business in the South
America market. In Hong Kong, the Group worked with two
business partners, Techland Computer Systems Limited and AsiaPac
Net Media Limited to organise joint seminar and provide package
solution to customers. In Japan, the Group's associate, CAMERIO
Japan, achieved an improving result. It was due to a substantial
order of TeleEye IlI+ VR from a government project. Furthermore,
the Group's research & development team visited a
telecommunications giant in Japan to carry out a project
development on CAMERIO video transmission products running
on 3G mobile network.

Product research and development

The latest TeleEye I+ VX and TeleEye Ill+ NF610 Network
Camera (“TeleEye IlI+ NF610") were well received by the market.
With the tremendous response on the new products, the Group
had started development of new models of TeleEye IlI+ NF
series with built-in PCMCIA interface. It has reached the final
stage of testing and is expected to be ready by early next year.

The TeleEye Central Monitoring Station (“TeleEye CMS01")
software for central monitoring applications and security
management has launched in November 2003.

Apart from the network CCTV, the development of dialup CCTV
has reached the final stage of testing and is expected to be ready
by the end of 2003.

To enhance the CCTV camera product line, the Group has
introduced TeleEye DM869 day/night speed dome camera in
November 2003.

Prospects

Through persistent efforts, the Group has gradually picked up the
business development after the control of the SARS breakdown.
The Group targets to acquire 1ISO 9001: 2000 certification in the
coming year and put itself for audit by certification body by the
end of 2003.

With the business expansion and increase in resources deployment,
the Group's head office and service centre were relocated to a
new location with larger floor area in Kwun Tong. The expansion
was expected to bring improvement in the overall working efficiency
and effectiveness to the Group. An opening ceremony was held in
the new office on 26 September 2003.
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Interests in
issued shares
(notes 1 and 3)

Name of director

PRIEEFE L

Dr. Chan Chok Ki
PRI E L

Dr. Chan Cheung Fat
SEREL

Dr. Ma Chi Kit -
MRFREE

Mr. Ho Ka Ho -

104,000,000

104,000,000
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Prospects (Continued)

Despite the adverse business environment, the Group achieved
an improvement in its turnover comparing with that in last year.
With the launch of a series of new products in the coming quarters,
the Group expects a strong revival of sales. With the gradual
migration of 3G mobile network, the Group has started
development on the mobile video camera so as to seize the
potential business opportunities in the industry.

DIRECTORS’ INTERESTS IN SECURITIES

At 30 September 2003, the interests of the directors and their
associates in the share capital and underlying shares of the
Company or any of its associated corporations, as recorded in the
register maintained by the Company pursuant to Section 352 of
the Securities and Futures Ordinance (“SFO"), or which are
required, pursuant to Rule 5.40 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange, were as follows:

RERTRG REBRTRGEP
REBRENA HEROHZ 2R
BROPzER ERAH Bt
(Hiit2%23)
Interests in Total interests Approximate
underlying in issued percentage
shares shares/ of interests
pursuant to underlying in issued
share options shares shares
(notes 2 and 3)
1,800,000 105,800,000 57.8
- 104,000,000 57.8
1,440,000 1,440,000 -
1,364,000 1,364,000 -
Notes:

(1) These shares, representing 57.8% of the issued share capital
of the Company as at 30 September 2003, are held by Etin
City Limited, which is owned by Etin Tech Limited and CityU
Enterprises Limited in the proportion of 70% and 30%,
respectively. Etin Tech Limited is owned by Dr. Chan Chok Ki,
Dr. Chan Cheung Fat, Dr. Ma Chi Kit and Mr. Ho Ka Ho in the
proportion of approximately 44.3%, 34.3%, 14.3% and 7.19%,
respectively. As Dr. Chan Chok Ki and Dr. Chan Cheung Fat
are entitled to exercise or control the exercise of 30% or more
of the voting power in general meetings of Etin Tech Limited,
they are deemed to be interested in the entire shares in the
Company held by Etin City Limited.

(2)  The share options are granted to the directors pursuant to the
share option schemes adopted by the Company, details of
which are set out under the header “Share Option Schemes".

(3)  Interests in shares and underlying shares stated above are
long positions.

Save as disclosed above, and other than a nominee share in a
subsidiary held by a director in trust for the Group, at 30 September
2003, none of the directors of the Company had any interests or
short positions in any securities of the Company or any of its
associated corporations as defined in the SFO, or which are
required, pursuant to Rule 5.40 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange.

8



B IR A 5T 8

AN R BRAN TRAR A AR AR A 58I (48 AR AT B8 AR 5+ 81
KIERERT & (TRERERTE]) - BUMAERES (8
BARRIREMBRR ZHITES) K HBRE -

ARBIRBER-_ZEZE—FWA+_HBRBZ —HEHRE
MR ATERERTE - BUASEARGRERBA
AIZHTESENEEHAERB 2R NS ARQF K
MRBIER EMAERZER TUSTE - BRIEFTEIE
[RHERTHB AN ZESR L BR0.60E TRIEAR
NAEZHEBRRK  MBEFEIA FPREZBRES R
ZERE R EE A14,400,0000% c AT FEMA+TZ
B 2 RHE B T~ A8 3#83,600,0000% -

BREATY R HEMVZRB 2B NDAR] T &
e BREEARARMNAIERFABESER  Alo
AEMANEA -+ NAEA  Z+EARN+=Z@EAZ
BzAMERA JBEXFRTESXEBERELEZ
25% ~ 50% * 75%%21000% ° :Z SRR & 8 A 171E
ZBEEFTFRBRR -

BARABOR -_ZTT-—FRAAN\BEAIERLD
% REBEBERAERESS  ARABIEERLE
Pt MAELUMERBEREZFAEAMZEA 2ER
HIreXgeE REASZEIZFEREZIER
RN ARB R /] F LATTE -

TREBRNAPEHARBHERABRETSARA 2
BREZZEHFS

SHARE OPTION SCHEMES

The Company adopts the Pre-IPO Share Option Scheme (the “Pre-
IPO Scheme”) and the Share Option Scheme (the “Option
Scheme") to grant share options to eligible employees, including
the executive directors of the Company and its subsidiaries.

The Pre-IPO Scheme was adopted pursuant to a resolution passed
on 12 April 2001 to recognise the contribution of executive
directors and employees of the Company and its subsidiaries to
the growth of the Group and/or the listing of the Company's
shares on the GEM. The options under the scheme grant the right
to the holder to subscribe for new ordinary shares of the Company
at HK$0.60 per ordinary share and the maximum number of shares
in respect of which options might be granted under the scheme
was 14,400,000. The number of shares in respect of which options
might be granted to any individual was not permitted to exceed
3,600,000.

Options might be granted without any initial payment. Options
granted are exercisable to the extent of an aggregate total of
25%, 50%, 75% and 100% at anytime after 6 months, 18 months,
30 months and 42 months, respectively, from the commencement
of the trading of the shares on the GEM, and have a duration of
10 years from their respective vesting dates.

Upon the listing of the Company’s shares on the GEM on 8 May
2001, no further options could be granted by the Company under
the Pre-IPO Scheme. The rights of the holders of the share options
granted prior thereto are not affected and such options granted
continue to remain valid and exercisable in accordance with the
terms of the scheme.

The following table discloses movements in the Company’s share
options under the Pre-IPO Scheme during the period:

R-ZZ2=F
tA—H
R=—===F
570 AA=+H
R BB TEE 5 R 2 B8 AR
Balance at
1 July 2003
Exercise price and
Date of grant per share 30 September 2003
BT
HK$
KRB ZES
Directors of the Company
BRIEETS + —TE-FWA+ZH
Dr. Chan Chok Ki 12 April 2001 0.60 1,800,000
BEREE L —TE-FWA+ZH
Dr. Ma Chi Kit 12 April 2001 0.60 1,440,000
AIRZFFEE —TE-FWA+ZH
Mr. Ho Ka Ho 12 April 2001 0.60 1,364,000
4,604,000
rEBEES —TE-FWA+ZH
Employees of the Group 12 April 2001 0.60 7,492,000
12,096,000
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SHARE OPTION SCHEMES (Continued)

No options had been exercised since the date of grant. At 30
September 2003, the number of shares in respect of which options
had been granted under the Pre-IPO Scheme represents 6.7%
(2002: 7.0%) of the shares of the Company in issue at that date.

The Option Scheme was adopted on 12 April 2001 for the primary
purpose of providing incentives to directors and eligible employees
for a term of ten years. Option may be granted without any initial
payment and should be accepted within 21 days from the date of
grant. The subscription price, subject to adjustment, is the higher
of (i) the nominal value of the shares of the Company; (ii) the
closing price of the Company's shares as stated in the GEM of the
Stock Exchange's daily quotation sheet (“Daily Quotation Sheet")
on date of grant; and (iii) the average closing price of the
Company's shares as stated in the Daily Quotation Sheet for the
five business days immediately preceding the date of grant.

The option holder may subscribe for shares in the Company during
such period as may be determined by the directors (which shall
be not less than three years and not more than ten years from
the date of grant). The maximum number of shares in respect of
which options may be granted cannot exceed 10% of the issued
share capital of the Company from time to time.

No employee or director shall be granted an option which, if
exercised in full, would result in such employee or director
becoming entitled to subscribe for more than 25% of the aggregate
number of shares for the time being issued and issuable under
the Option Scheme. No options had been granted since the
adoption of the Option Scheme.

Subsequent to 30 September 2003, an ordinary resolution was
duly passed by the Shareholders at the Annual General Meeting
of the Company that taking effect from 28 October 2003, the
Option Scheme was terminated and a new share option scheme
as set out in the Company's Circular dated 29 September 2003
was adopted.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option schemes disclosed above, at no time
during the period was the Company, its holding company or any
of its subsidiaries a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate and none of the directors, their spouses or
children under the age of eighteen, had any rights to subscribe for
securities of the Company, or had exercised any such rights during
the period.
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SUBSTANTIAL SHAREHOLDERS

Save as the interests disclosed in the paragraph headed “Directors’
Interests in Securities”, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
discloses no person as having any interest or short position in the
issued share capital of the Company as at 30 September 2003.

COMPETING INTERESTS

The directors believe that none of the directors nor the
management shareholders of the Company (as defined in the
GEM Listing Rules) had an interest in a business, which competes
or may compete with the business of the Group.

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

During the period under review, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company's
listed securities.

CORPORATE GOVERNANCE

The Company has complied throughout the three months ended
30 September 2003 with the board practices and procedures as
set out in Rules 5.28 to 5.39 of the GEM Listing Rules.

AUDIT COMMITTEE
The audit committee has two members comprising two

independent non-executive directors, namely Professor Siu Wan
Chi and Dr. Liao York.

The primary duties of the audit committee are to review the
company's annual report and accounts, half-year report and
quarterly reports and to provide advice and comment thereon to
the Board. The audit committee will also be responsible for
reviewing and supervising the financial reporting and internal control
procedures of the Group.

By order of the Board
DR. CHAN CHOK KI

Chairman and Chief Executive Officer

Hong Kong, 13 November 2003



