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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 Rules Governing the Listing of Securities on GEM 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: (i) the information contained in this report is accurate and complete in all material
respects and not misleading; (ii) there are no other matters the omission of which would make any statement in this report
misleading, and (iii) 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 31 December 2003
amounted to approximately HK$7,916,000, representing
an increase of 14% as compared to the corresponding
period in 2002.

Loss attributable to shareholders for the three months
ended 31 December 2003 amounted to approximately
HK$234,000 representing a basic loss per share of 0.13
HK cent. The basic loss per share for the three months
ended 31 December 2003 reduced by 19% as compared
to the corresponding period in 2002.

As a result of the Group's global marketing efforts,
turnover generated for the six months ended 31
December 2003 from Europe and other Asian countries
excluding Hong Kong, increased by 9% and 289,
respectively, as compared to the corresponding period
in 2002. Turnover from overseas markets in this period
under review accounted for 72% of the Group's turnover
as compared to 66% in the corresponding period in
2002.

Turnover of TeleEye IIl+ VX Video Recording
Transmitter, a major product launched in May 2003,
accounted for approximately 30% of the Group's turnover
for the six months ended 31 December 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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RESULTS

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 and six months ended 31
December 2003, together with the comparative unaudited figures
for the corresponding periods in 2002, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

BHHEE K&K

LER Turnover

HE KA Cost of sales

EH Gross profit

Hfth 58 & A Other operating income

7 AR Distribution costs

THRER Administrative expenses

MRERERS Research and development expenditure

REER Loss from operations

AR OFENEE Interest on advance from a
BRZVBKRER minority shareholder wholly

BRZHE

BR B A B 1R
M

E D B 4 55 A 5 1R

repayable within five years

Loss before taxation
Taxation

Loss before minority interest

DB R ER Minority interest
M R B A5 S B Loss attributable to shareholders
GREXRERE (B Basic loss per share (HK cent)

BE+=-A=+—H
IE=@A
Three months ended
31 December

BE+=-A=+—H
IExfEA
Six months ended
31 December

—BB=F _—TT-F =BIF=F _—TTHF

2003 2002 2003 2002

ff it FHET TR FHET TR
Notes HK$°000 HK$'000 HK$’000 HK$'000
(RBE®R) (AEER) (RBER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

3 7,916 6,967 14,850 13,364
(3,261) (2,171) (5,767) (4,121)

4,655 4,796 9,083 9,243

69 87 166 202

(1,940) (2,029) (3,624) (3,876)

(1,719) (1,970) (3,500) (3,739)

(1,287) (1,243) (2,540) (2,464)

4 (222) (359) (415) (634)
- ) - )

(222) (362) (415) (641)

5 (12) (10) (23) (22)
(234) (372) (438) (663)

- 91 - 91

(234) (281) (438) (572)

7 (0.13) (0.16) (0.24) (0.32)
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CONDENSED CONSOLIDATED BALANCE SHEET

R=ZFF=F
+=ZA=+-—H
As at
31 December
2003
K &t FET
Notes HK$°000
(R &ER)
(Unaudited)
Non-current assets
Property, plant and equipment 8 1,367
Capitalised development costs 2,690
Interest in an associate -
Investments in securities 3,862
7,919
Current assets
Inventories 5,978
Trade and other receivables 9 2,576
Amount due from an associate 10 317
Bank balances, deposits and cash 19,912
28,783
Current liabilities
Trade and other payables 11 3,736
Amount due to a minority shareholder 12 334
Amounts due to directors 13 174
Taxation 57
4,301
Net current assets 24,482
Total assets less current liabilities 32,401
Minority interest 172
32,573
Capital and reserves
Share capital 1,800
Reserves 30,773
32,573

RZZEZT=F
~A=+H
As at

30 June

2003

FET
HK$'000

(& &%)
(Audited)

888
3,035

4,588

8511

4,604
2,333
414
19,348

26,699

2,501
325
347

31

3,204

23,495

32,006

167

32,173

1,800

30,373

32,173
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EEEARKBAZNEBAR

1 July 2002 (audited)

Exchange differences on translation
of overseas operations

Revaluation deficit of investments
in securities

Net losses not recognised in the
consolidated income statement

Loss attributable to shareholders

At 31 December 2002
(unaudited)

Exchange differences on translation
of overseas operations

Revaluation surplus of investments
in securities

Net gains not recognised in the
consolidated income statement

Loss attributable to shareholders
At 30 June 2003 (audited)
Exchange differences on translation
of overseas operations
Revaluation surplus of investments

in securities

Net gains not recognised in the
consolidated income statement

Loss attributable to shareholders

At 31 December 2003
(unaudited)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN EQUITY
RE
Eftfife

Rx  BRHEE  EXHEE  Investment  RAIEE
Share Share Translation revaluation Special 4 @it
capital  premium reserve reserve reserve Deficit Total
TET TET TET TET TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1,800 21,605 (59) (578) 14,990 (4024) 33,734
- - (37) - - - (37)
- - - (393) - - (393)
- - (7) (393) - - (430)
- - - - - (572) (572)
1,800 21,605 (96) 971) 14,990 (459) 32732
- - 8 - - - 8
- - - 70 - - 70
- - 8 70 - - 78
- - - - - (637) (637)
1,800 21,605 (88) (901) 14,990 (5,233) 32,173
- - 6 - - - 6
- - - 832 - - 832
- - 6 832 - - 838
- - - - - (438) (438)
1,800 21,605 (82) (69) 14,990 (5,671) 32,573

The special reserve of the Group represents the difference between
the aggregate of the nominal value of share capital of the
subsidiaries acquired pursuant to a group reorganisation in April
2001 and the nominal value of the share capital issued by the

Company as consideration for the acquisition.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Net cash used in operating activities
Net cash generated from (used in) investing activities

Net cash generated from financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period,
representing bank balances, deposits and cash

BEZ+=-—A=+—H
1IE<1E A
Six months ended
31 December

—EER=F
2003
FERT
HK$000
(RRBEK)
(Unaudited)
(286)

850

564

19,348

19,912

—EECF

2002
TF#E T
HK$'000
CREEZ)
(Unaudited)
(1,107)
(207)

208
(1,106)

22,851

21,745
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

Basis of preparation

The condensed financial statements have been prepared in
accordance with the applicable disclosure requirements of
Chapter 18 of the Rules Governing the Listing of Securities on
the Growth Enterprise Market (the “GEM") of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) and
with Statement of Standard Accounting Practice No. 25 “Interim
Financial Reporting” issued by the Hong Kong Society of
Accountants.

Principal accounting policies

The condensed financial statements have been prepared under
the historical cost convention as modified for the revaluation of
certain investments in securities.

The accounting policies adopted 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 the current period, the Group has adopted, for the first time,
Statement of Standard Accounting Practice No. 12 (Revised)
“Income Taxes” [SSAP 12 (Revised)]. The principal effect of
the implementation of SSAP 12 (Revised) is in relation to
deferred tax. 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 bases 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.
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LES TURNOVER

KENRZ#HE External sales

PHEZHE Inter-segment sales

BEXE Total turnover

PRER SEGMENT RESULT

REDHRARA Unallocated corporate income

REPNARAER Unallocated corporate expenses
-1THER - Administrative expenses
-HERER T - Research and development

expenditure

BRHABR Loss before taxation

#a Taxation

NRLBRRERAER Loss before minority interest

Segment information

The Group is solely engaged in research and development and,
sales and marketing of audio and video monitoring systems
and, accordingly, the Group has determined that geographical
segments are its primary reporting format.

Geographical segments

The Group reports its primary segment information by
geographical location of its customers who are principally located
in Hong Kong, other Asian countries, Europe and, South and
North America. Segment information about these geographical
markets is presented below:

Six months ended 31 December 2003

BENR

At EEM

SHER South and
E#%  Other Asian BM North it i g4
Hong Kong  countries Europe America Others Eliminations Consolidated
TER TER TER TER TER TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
4,176 4,047 4,615 1,014 998 - 14,850
- 508 - - - (508) -
4,176 4,555 4,615 1,014 998 (508) 14,850
1,849 662 1,408 493 443 - 4,855
166
(2,896)
(2,540)
(415)
(23)
(438)
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TURNOVER
External sales
Inter-segment sales

Total turnover

SEGMENT RESULT

Unallocated corporate income
Unallocated corporate expenses
- Administrative expenses
- Research and development

expenditure

Loss from operations
Interest on advance from a

minority shareholder wholly
repayable within five years

Loss before taxation
Taxation

Loss before minority interest

BT RE 2 GRET -

3. Segment information (continued)
Geographical segments (continued)
Six months ended 31 December 2002

EED

o EEM

THER South and
&% Other Asian B North Eft H1 Fa
Hong Kong countries Europe America Others  Eliminations ~ Consolidated
TEL TEL TEL TEL TEL TEL TEL
HK§'000 HK§'000 HK$'000 HK§'000 HK§'000 HK§'000 HK§'000
4,483 3,152 4228 566 935 - 13,364
- 470 - - - (470) -
4,483 3,622 4228 566 935 (470) 13,364
2,253 410 1,305 237 596 - 4,801
202
(3,173)
(2,464)
(634)
(7)
(641)
(22)
(663)

Inter-segment sales are charged at terms agreed between the

relevant parties.



KEBA 4.

KL BHED kR Loss from operations has been
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BRARERE Amortisation of capitalised

2 3 development costs
e Depreciation
BFREZKRE Dividends from investments in securities
MERA Interest income
Bt 1R 5.
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180,000,0000%) 5+ & -
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Loss from operations

BZz+=-H=+—H
IE={@A
Three months ended

BZz+=-H=+—H
IE<{E A
Six months ended

31 December 31 December

—BF=F C—TT-F ZBF=F —TT-F
2003 2002 2003 2002
FHET TET FHET TET
HK3°000 HK§'000 HK3°000 HK§'000
419 366 827 724
161 156 299 309
(28) (14) (62) (45)
(38) (73) (93) (154)
Taxation

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
financial statements as the Group's operation in Hong Kong
incurred tax losses for both periods.

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

Dividend

The directors do not recommend the payment of an interim
dividend.

Basic loss per share

The calculation of basic loss per share is based on the loss for
the three months and six months ended 31 December 2003
of approximately HK$234,000 and HK$438,000, respectively
(three months and six months ended 31 December 2002:
HK$281,000 and HK$572,000, respectively) and 180,000,000
ordinary shares in issue during the three months and six months
ended 31 December 2003 (three months and six months ended
31 December 2002: 180,000,000).

No disclosure of diluted loss per share for the periods ended
31 December 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 each of the periods presented.



10.

ME - BERRE

HE_ZZE=F+-_A=+—HLEARNEAR  &&
B EMERE  EMERESHEHPEAZXEDA
#7827,000/ I °

FE e AR R B L At JE WK
AEEFHETHESEP=TRZEEH -

JEWEREEMERRBEREREKE ZERRY
1,566,000 0 (Z 2 F = F X HEJrEl
1,642,000%870) - R&&EE RIRHEZ 22 BB IR

B AEEMAERKERRZERTUOT

BIVER 1~ 3k Current

wWEA1T =23 @A 1 to 3 months overdue

mEAHR IR AER More than 3 months but less than

1248 A AR

12 months overdue

FEWEE N ZRE
BEXEE Loan account
H 5HR1A Trade account

HZERERERAMNERBRMEE -
FERI% MEBEZERBATHHE -

i

10.

Property, plant and equipment

During the six months ended 31 December 2003, the Group
spent approximately HK$827,000 on leasehold improvements,
furniture and fixtures and office equipment.

Trade and other receivables

The Group allows an average credit period of 30 days to its
trade customers.

Included in trade and other receivables are trade receivables of
approximately HK$1,566,000 (30 June 2003: HK$1,642,000).
The following is an aged analysis of trade receivables at the
balance sheet date prepared on the basis of due payment date
of sale invoice:

—EE=F —EE=F
+=—HA=+—H NA=1H
31 December 2003 30 June 2003
FET FET
HK$’000 HK3'000
1,328 1,532
203 56
35 54
1,566 1,642

Amount due from an associate
—EE=F —EE=F
+=ZHA=+—H NA=1H
31 December 2003 30 June 2003
FET FET
HK$’000 HK3'000
127 183
190 231

317 414

The amount is unsecured and is repayable on demand. The
loan account bears interest at 1% per annum and the trade
account is non-interest bearing.
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11.

12.

13.

14.

Sales to an associate (note i)

Interest income from an associate (note i) 2 1

Service fee to The City University of Hong Kong
("City University") (note iii)

Trade and other payables

Included in trade and other payables are trade payables of
approximately HK$1,193,000 (30 June 2003: HK$408,000).
The following is an aged analysis of trade payables at the
balance sheet date prepared on the basis of due payment date
of supplier invoice:

—EE=F —EE=F
+=-—A=+—H NA=+H
31 December 2003 30 June 2003
FET FET

HK$’000 HK3'000

672 326

521 37

- 45

1,193 408

Amount due to a minority shareholder

The balance is unsecured and is repayable on demand. The
balance is non-interest bearing for the period ended 31
December 2003 and bore interest at prevailing market rate for
the year ended 30 June 2003.

Amounts due to directors
The balances are unsecured, non-interest bearing and are
repayable on demand.

Related party transactions

BZz+=-H=+—H
IE<{E A
Six months ended
31 December

—EE=F —EE=
2003 2002
FET FETT
HK$'000 HK$'000
424 344

26 -

CityU Enterprises Limited, a wholly owned subsidiary of City
University, holds a 30% interest in Etin City Limited, a substantial
shareholder of the Company.

Notes:

(i)  The selling price was determined by the directors with
reference to prices for similar transactions with unrelated
third parties.

(i)  Interest was charged at 1% per annum.

(iii)  The transaction was carried out in accordance with terms
determined and agreed by both parties.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial review

Turnover of the Group for the six months ended 31 December
2003 surged to approximately HK$14,850,000 (2002:
HK$13,364,000), representing an increase of 11% as compared
to the last corresponding period. Such increase was mainly due to
deeper market penetration and wider variety of products, especially
the introduction of TeleEye IIl+ VX Video Recording
Transmitters (“TeleEye I1I+ VX") and TeleEye camera product
series. On a quarter-to-quarter comparison, turnover of the Group
for the three months ended 31 December 2003 steadily increased
by 14% to approximately HK$7,916,000 when compared with
the previous quarter ended 30 September 2003. Such improving
performance resulted from gradual economic recovery from the
outbreak of Severe Acute Respiratory Syndrome (“SARS"),
particularly in Asian countries.

During the quarter ended 31 December 2003, TeleEye video
surveillance systems and TeleEye cameras generated approximately
70% and approximately 15% of the Group's total turnover,
respectively.

During the six months ended 31 December 2003, the Group
launched TeleEye 1+ NF610 Network Camera (“TeleEye IlI+
NF610”) and used penetration pricing to enter this network camera
market. In addition, during the quarter ended 31 December 2003,
the Group wrote off some obsolete and sub-standard products in
order to comply with the ISO 9001:2000 standard. With full
implementation of ISO 9001:2000, the Group aims at providing
the best quality of innovative products and services to its customers.
As a result, the overall gross profit margin for the six months
ended 31 December 2003 decreased by 8% as compared to the
corresponding period last year.

In comparison with the six months ended 31 December 2002,
total operating expenses reduced by approximately HK$415,000
to HK$9,664,000 for the six months ended 31 December 2003.
Decrease in distribution costs were attributable to effective
promotion strategy, whereas administrative expenses were reduced
by lower rental for new office in Hong Kong and no more retainer
fee to the Company's sponsor after the expiration of sponsor
period ended 30 June 2003.

Consequently, loss attributable to shareholders for the six months
ended 31 December 2003 slightly diminished to approximately
HK$438,000 as compared to HK$572,000 for the corresponding
period ended 31 December 2002. Basic loss per share reduced
from 0.32 HK cent for the six months ended 31 December 2002
to 0.24 HK cent for the corresponding period ended 31 December
2003.
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Business Review

The Group achieved steady progress in the sales performance for
the six months ended 31 December 2003 comparing with the
last corresponding period. To push its latest developments, namely
TeleEye I1I+ VX and TeleEye IlI+ NF610, the Group and its
branch offices actively participated in five major exhibitions held
in Hong Kong, Singapore, Taiwan, Shenzhen and Japan. Moreover,
TeleEye IIl+ NF Network Camera won the Gold Award in the
2003 HKEIA Award for Outstanding Innovation & Technology
Products during the Hong Kong Electronics Fair 2003.

During the period under review, the Group's marketing team visited
major clients in Europe, Asia and South America to introduce new
products and provide product training. With their great effort, three
distribution partners in Brazil, Canada and Spain were appointed.

In Hong Kong, the Group worked with its business partners,
Diyixian.com Limited and Goblex Technology to organise joint
seminars and provide package solutions to customers. To facilitate
a closer cooperation with its renowned business partners, the
Group also established an authorised reseller program in Hong
Kong. Companies with expertise in TeleEye system were invited
to join the program.

Product Launch and Development

During the six months ended 31 December 2003, the Group
introduced the TeleEye Central Monitoring Station software
for central monitoring applications and security management.
Furthermore, a day/night camera, TeleEye DM869 and a GSM
mobile video transmitter, TeleEye DT-103G were launched in
November 2003 and January 2004, respectively.

During the same reporting period, major developments of the
Group included a new model of network camera with built-in
PCMCIA interface, dialup video transmitters running on PSTN and
ISDN telecommunications network, a standalone digital video
recorder and a colour CCD camera. All these new products are
scheduled for launching in next quarter.

Comments on Segment Information

Europe

Europe was still the largest market of the Group, whose turnover
for the six months ended 31 December 2003 amounted to
approximately HK$4,615,000 (2002: HK$4,228,000) or 31% of
the Group’s turnover. Such increase was attributable to
sophisticated level of technical and marketing support from TeleEye
Europe Ltd (a subsidiary in the United Kingdom), and frequent
business visits to customers in Europe. Segment profit slightly
improved by approximately HK$103,000 to HK$1,408,000 for the
six months ended 31 December 2003 (2002: HK$1,305,000).
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Hong Kong

Turnover from Hong Kong for the six months ended 31 December
2003 amounted to approximately HK$4,176,000 (2002:
HK$4,483,000) or 28% of the Group's turnover. During the six
months ended 31 December 2003, Hong Kong had steadily been
recovering from SARS but still not yet to the pre-SARS level.
Together with lower gross profit margin, segment profit for the six
months ended 31 December 2003 dropped to approximately
HK$1,849,000 (2002: HK$2,253,000).

Other Asian countries

Turnover from Asia, other than Hong Kong, for the six months
ended 31 December 2003 was mainly contributed by the Group's
overseas offices in Singapore, China and Japan, and resellers in
Macau. As compared to the six months ended 31 December 2002,
segment turnover sharply increased by approximately HK$895,000
or 28% to HK$4,047,000 for the six months ended 31 December
2003.

During the six months ended 31 December 2003, TeleEye (S)
Pte Limited ("TeleEye (S)"), a subsidiary in Singapore, fully
recovered from SARS. Its turnover steadily increased and it achieved
a breakeven result for the six months ended 31 December 2003.

TeleEye Digital Technology (Shenzhen) Company Limited
participated actively in market promotion. Its turnover steadily
increased but still incurred a loss for the six months ended 31
December 2003.

The Group's sales to CAMERIO Japan Inc. ("CAMERIO Japan”)
slightly increased during the six months ended 31 December 2003
as compared to the corresponding period last year. However,
CAMERIO Japan still incurred a loss for the six months ended 31
December 2003. In view of uncertain market condition in Japan
and the recurring losses of CAMERIO Japan, as at 31 December
2003, the Board recognised an allowance of approximately
HK$187,000 for the loan made to this associate.

As a result, segment profit slightly increased by approximately
HK$252,000 to HK$662,000 for the six months ended 31
December 2003.

South and North America

Segment turnover for the six months ended 31 December 2003
increased by approximately HK$448,000 or 79% as compared
with the corresponding period last year. Such increase was mainly
attributable to new distributors in Brazil and Canada. Segment
profit also increased in line with the segment turnover.

Others
It was mainly contributed by the Middle East, of which turnover
was approximately HK$810,000 for the six months ended 31
December 2003. Such turnover was mainly attributable to
continuous orders from existing distributors in the Middle East
market.
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Prospects of New Products and Markets

The Group will continue to develop new products on digital video
technology. It is expected that the new developments will continue
to generate income and capture more market share for the Group.
The marketing team will continue to boost efforts to bring in new
customers and enhance revenue by expanding the distribution
channels. More important, the Group will continue to strengthen
product quality and reliability. The Group has put itself for audit
by a certification body at the end of 2003 to obtain the ISO
9001:2000 certification.

The Group achieved an improvement in its turnover for the six
months ended 31 December 2003 as compared with the
corresponding period last year. With the launch of 3G mobile
network in Hong Kong, the Group is well poised to take advantage
of this new business opportunity with its mobile video surveillance
system.

Employees

The Group's staff costs, including employees’ salaries, directors’
emoluments and retirement benefits scheme contributions, were
approximately HK$6,213,000 for the six months ended 31
December 2003 as compared with that of approximately
HK$6,348,000 in last corresponding period. Such decrease was
due to smaller amount of employee benefit provision charged for
the six months ended 31 December 2003 as compared to the
corresponding period last year. Headcount of full-time employees
increased from 43 as at 31 December 2002 to 51 as at 31
December 2003 and 13 of which were employed for the overseas
offices.

Employees are paid at market remuneration with discretionary
bonus and benefits of medical insurance, retirement benefit
schemes, training and share options. Details of the employee
share options were set out in section headed “Share Options”.

Liquidity, Financial Resources and Gearing Ratio

As at 31 December 2003, the Group continued to obtain a short-
term advance from a minority shareholder to finance the operation
of TeleEye (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 substantially its
internal resources to finance its operations. As at 31 December
2003, the Group had available banking facilities of HK$5,000,000
from Hang Seng Bank but none of them had been utilised (30
June 2003: Nil). Consequently, the Group did not have any interest
bearing loan as at 31 December 2003 and 30 June 2003 and its
gearing ratio, as a percentage of bank and other borrowings over
total assets, as at 31 December 2003 and 30 June 2003 was
zero.
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The Group had bank balances, deposits and cash of approximately
HK$19,912,000 as at 31 December 2003 (30 June 2003:
HK$19,348,000).

Capital Structure

Apart from the aforesaid advance, the Group did not have any
other borrowings during the period under review. There was no
change in the Company’s share capital and outstanding share
options granted under the Company's share option schemes during
the six months ended 31 December 2003.

Significant Investment
Apart from those blue chips securities acquired in 2001, the Group
did not hold any significant investments as at 31 December 2003.

Material Acquisitions and Disposals of Subsidiaries and
Affiliated Companies

During the period under review, the Group had no material
acquisitions and disposals of subsidiaries and affiliated companies.

Charge on Assets
As at 31 December 2003, the Group did not have any charge on
its assets (30 June 2003: Nil).

Future Plans for Material Investments or Capital Assets
As at 31 December 2003, the Group does not have any plan for
material investments or capital assets for the coming period.

Exposure to Fluctuations in Exchange Rates and Related
Hedges

During the period under review, the Group's transactions were
substantially denominated in either Hong Kong or US dollars. Since
the Hong Kong dollars are pegged to the US dollars, the Board
considers that the potential foreign exchange exposure of the
Group is limited. During the period under review, the Group did
not use any financial instruments for hedging purposes (30 June
2003: Nil). The Group closely monitors its foreign currency
exposure from time to time and will engage appropriate hedging
activities should needs arise.

Contingent Liabilities
As at 31 December 2003, the Group did not have any contingent
liabilities (30 June 2003: Nil).
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Interests in
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Name of director

BRYEEIE T

Dr. Chan Chok Ki

PR AF 21+

Dr. Chan Cheung Fat
BEGEELT

Dr. Ma Chi Kit -
MRFFEE

Mr. Ho Ka Ho -

104,000,000

104,000,000

Wi -

(1) RZZBZE=FFT-A=1T—80 BEEXQFAEE
1TIRA57.8% 2 B 1 B Etin City Limited# & © Etin
City Limitedf Etin Tech Limited R KR > ¥ R A
Al 2 Bl R 70% M 30%2 Lt 7 £5 B o Etin Tech
LimitedJyERBRVEEE L+ - REEE LT - BEAE LT
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underlying shares

DIRECTORS’ INTERESTS IN SECURITIES

At 31 December 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 ("SFQ"), 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:

RE®T RE#1T

BRI R B4, 16 R+ 2z
REBR R G R4+ 2z =B A
hzER FERBEE Bt
Interests in Total Approximate

interests in
issued shares/
underlying shares

percentage of
interests in
issued shares

pursuant to
share options
(Hf 712 %3)
(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 31 December 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 Options'.

(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 31 December
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.
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SHARE OPTIONS

Pre-IPO Share Option Scheme

Pursuant to a resolution passed on 12 April 2001, the Company
adopted the Pre-IPO Share Option Scheme (the “Pre-IPO Scheme")
to grant share options to eligible employees, including the executive
directors of the Company and its subsidiaries. The 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. Other principal terms of
the Pre-IPO Scheme are set out in the Company’s Annual Report
2003.

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

R-EBR=F
tA—H
E=—%2F=%
t=ZA=+-8©
5 R 2 18 AR R
BRITEE Balances at
Exercise price 1 July 2003 and
per share 31 December 2003
BT
HK$
0.60 1,800,000
0.60 1,440,000
0.60 1,364,000
4,604,000
0.60 7,492,000

12,096,000

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.

During the six months ended 31 December 2003, no option was
exercised, cancelled and lapsed.
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Post-IPO Share Option Schemes

The Share Option Scheme (the “2001 Scheme") was adopted on
12 April 2001 for the primary purpose of providing incentives to
executive directors and eligible employees for a term of ten years.
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). Other principal terms of the 2001 Scheme are
set out in the Company’s Annual Report 2003. No options had
been granted since the adoption of the 2001 Scheme.

At the annual general meeting held on 28 October 2003, the
shareholders of the Company approved to terminate the 2001
Scheme and adopt the New Share Option Scheme (the “2003
New Scheme”).

Under the 2003 New Scheme, the Board of the Company may at
its discretion grant options to any employees, including executive
and non-executive directors, advisers, consultants, agents,
contractors, customers and suppliers of the Group to subscribe for
shares in the Company in accordance with the terms of the 2003
New Scheme as set out in the Company's circular dated 29
September 2003 and Chapter 23 of the GEM Listing Rules. The
option holders may exercise options at any time during a period
as the Board may determine which shall not be more than ten
years from the date of grant of the options subject to the provisions
of early termination thereof and the Board may provide restrictions
on the exercise of an option during the period an option may be
exercised. No options had been granted since the adoption of the
2003 New Scheme.

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 31 December 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.
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CORPORATE GOVERNANCE

The Company has complied throughout the six months ended 31
December 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 financial statements, 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 process and
internal control procedures of the Group.

By order of the Board
DR. CHAN CHOK Kl
Chairman and Chief Executive Officer

Hong Kong, 12 February 2004
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