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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 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 31 March 2004
amounted to approximately HK$7,040,000 representing
a slight decrease of 3% as compared to the
corresponding period in 2003.

. Loss attributable to shareholders for the three months
ended 31 March 2004 amounted to approximately
HK$247,000 representing a basic loss per share of 0.14
HK cent.

. As a result of the Group's global marketing efforts,
turnover from overseas markets for the three months
ended 31 March 2004 accounted for 72% of the Group's
turnover as compared to 67% in the corresponding
period in 2003.

. Turnover of TeleEye I+ VX Video Recording
Transmitter, a major product launched in May 2003,
now accounted for approximately 30% of the Group's
turnover for the three months ended 31 March 2004.
The success of the product contributed enormously to
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 nine months ended
31 March 2004, together with the comparative unaudited figures
for the corresponding period in 2003, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

BEZ=H=+-H
It=@A
Three months
ended 31 March

BEZ=H=t+-H
Ith@EA
Nine months
ended 31 March

BRARE R R

BEE Turnover

HE A Cost of sales

E7 Gross profit

Hip LW A Other operating income

DA Distribution costs

THEM Administrative expenses
HERERIH Research and development expenditure

gg (BR) AN

(Loss) Profit from operations

ARAFANEH Interest on advance from a minority
ERVERR shareholder wholly repayable

BB

BRE AT (&5 1R) & 7
BB

MG D BB & A

within five years

(Loss) Profit before taxation
Taxation charge

(Loss) Profit before

(E8) % 7 minority interest
DY R Minority interest
MR MG (E18) & 7 (Loss) Profit attributable to shareholders

BEX (BR) &7 (

filr) Basic (loss) earnings per share (HK cent)

—EENE —TT-F ZEEME —TT=F

2004 2003 2004 2003

fit FET TFET FET TFET
Notes HK$°000 HK8'000 HK$°000 HK8'000
(RBE®R) (REER (KREER) (REER
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

3 7,040 7,224 21,890 20,588
(2,796) (2,288) (8,563) (6,409)

4,244 4936 13,327 14,179

77 96 243 298

(1,882) (1,721) (5,506) (5,597)

(1,503) (1,919 (5,003) (5,658)

(1,171) (1,321) (3,711) (3,785)

4 (235) 71 (650) (563)
- 4 - an

(235) 67 (650) (574)

5 (12) (12) (35) (34)
(247) 55 (685) (608)

- (31 - 60

(247) 24 (685) (548)

7 (0.14) 0.01 (0.38) (0.30)
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NOTES TO THE QUARTERLY FINANCIAL INFORMATION

General

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.

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.

For the nine months ended 31 March 2004, the Group has
adopted 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.

Turnover

Turnover represents the amount received and receivable for
goods sold, less returns and allowances, to outside customers
during the period.
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REBEHFEREZRE Dividends from investments in securities
PSRN Interest income
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(Loss) Profit from operations

BZ=H=+-—H
L={EA
Three months
ended 31 March

BEZ=HR=+-—H
@R
Nine months
ended 31 March

ZEEMF —ET=F “EEMF —ET=F
2004 2003 2004 2003
FET FET FET FET
HK$'000 HK$'000 HK$°000 HK$'000
(REER) (REEER) (REER) (CREEER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
20 27 82 72

52 63 145 217

Taxation charge

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.

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 and nine months ended 31 March 2004
(three months and nine months ended 31 March 2003: Nil).
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Basic (loss) earnings per share

The calculation of basic (loss) earnings per share is based on
the loss for the three months and nine months ended 31
March 2004 of approximately HK$247,000 and HK$685,000,
respectively (three months and nine months ended 31 March
2003: a profit of approximately HK$24,000 and a loss of
approximately HK$548,000, respectively) and 180,000,000
ordinary shares in issue during the three months and nine
months ended 31 March 2004 (three months and nine months
ended 31 March 2003: 180,000,000 ordinary shares).

No disclosure of diluted loss per share for the three months
ended 31 March 2004, and the nine months ended 31 March
2003 and 2004 is shown as the effect of the potential ordinary
shares in issue would result in a decrease in loss per share for
each of these periods presented.

No disclosure of diluted earnings per share for the three months
ended 31 March 2003 has been presented because the exercise
price of the Company’s options was higher than the average
market price of the Company’s shares for the period.

HESH Movement of reserves
RE
i) E R B =y
nE i e e At Bt
Investment
Share Translation revaluation Special
premium reserve reserve reserve Deficit Total
FET FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZETZFLA—H(EEZ) At July 2002 (audited) 21,605 (59) (578) 14,990 (4,024) 31,934
RREBINERK 2R Exchange differences on translation
MEEZERZER of overseas operations - (36) - - - (36)
EfRESREZEA Revaluation deficit of investments
in securities - - (662) - - (662)
BANRREEER Loss attributable to shareholders
for the period - - - - (548) (548)
RZZE=F=ZR=+—H At 31 March 2003
(REER) (unaudited) 21,605 (95) (1,240) 14,990 (4,572) 30,688
W-ZB=F+tA—H (BEHK) At1luly 2003 (audited) 21,605 (88) (901) 14,990 (5,233) 30,373
BEENEBZKRE Exchange differences on translation
MEEZEREZRE of overseas operations - 14 - - - 14
EfESREZER Revaluation surplus of investments
in securities - - 747 - - 747
BrARRELER Loss attributable to shareholders
for the period - - - - (685) (685)
R-ZEENFE=A=t-H At 31 March 2004
(REER) (unaudited) 21,605 (74) (154) 14,990 (5,918) 30,449
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial review

Turnover of the Group for the nine months ended 31 March
2004 increased to approximately HK$21,890,000 (2003:
HK$20,588,000), representing an increase of 6% 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 IlI+ VX Video Recording
Transmitters and TeleEye camera product series. On a quarter-
to-quarter comparison, turnover of the Group for the three months

ended 31 March 2004 slightly decreased by 3% to approximately
HK$7,040,000 when compared with the corresponding quarter
ended 31 March 2003. During this quarter ended 31 March 2004,
although the Group faced keen competition in several markets, it
successfully opened up the Australian market. It is expected that
there will be continuous orders from that market. Furthermore,
during this quarter under review, TeleEye video surveillance
systems and TeleEye cameras still generated approximately 70%
and approximately 15% of the Group's total turnover, respectively.

In comparison with the nine months ended 31 March 2003, total
operating expenses reduced by approximately HK$820,000 to
HK$14,220,000 for the nine months ended 31 March 2004. Same
as last quarter, such decrease was mainly attributable to the drop
in administrative expenses by reducing rental for new office in
Hong Kong and no more retainer fee being paid to the Company’s
sponsor after the expiration of sponsor period ended on 30 June
2003. Besides, effective promotion strategy also resulted in the
decrease in distribution costs.

During the nine months ended 31 March 2004, turnover generated
by TeleEye (S) Pte Limited, a subsidiary in Singapore, increased
steadily and achieved a breakeven result for the nine months
ended 31 March 2004. Accordingly, there was no minority interest
for both the three months and nine months ended 31 March
2004.

Consequently, loss attributable to shareholders for the three months
ended 31 March 2004 slightly increased to approximately
HK$247,000 as compared to HK$234,000 for the previous quarter
ended 31 December 2003. Hence, basic loss per share slightly
increased to 0.14 HK cent for the three months ended 31 March
2004 as compared to 0.13 HK cent for the three months ended
31 December 2003.
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Business review

During this period under review, the Group attained ISO 9001:2000
Certification. The success in the compliance of ISO 9001:2000
standard in the Group's quality management system verifies its
dedication to continuous improvement on product quality and
standard.

In January 2004, the Group participated in a major security
exhibition in Dubai and unveiled the latest GSM Mobile Video
Transmitter, TeleEye DT-103G. In the Hong Kong head office, a
three-day workshop was also held to introduce mobile video
technology as well as this latest development. The system’s fast
video transmission and wide applications impressed the
participants.

Regarding the market expansion, the Group appointed one more
distribution partner in Italy. In Hong Kong, an authorised reseller
program was established and 12 authorised resellers with expertise
in TeleEye system were appointed during this period under review.
To protect its brand name “TeleEye”, the Group successfully
registered its “TeleEye” trademark in the European Community.

Product launch and development

During the reporting period, the Group introduced TeleEye DT-
103G mobile video transmitter operating on GSM network for
various mobile applications. Furthermore, a 4-channel standalone
digital video recorder, TeleEye RM-422 and a CS-mount colour
CCD camera, TeleEye SF310 were also launched in March 2004.

During this quarter ended 31 March 2004, the Group continued
its product developments of new models of wireless network
camera for recording and event management, and dialup video
transmitters running on PSTN and ISDN telecommunication
networks. These two groups of products have been scheduled for
launching in the upcoming major security exhibition held in the
United Kingdom. Moreover, the research and development team
has also started to develop TeleEye central video monitoring
solution and video recording transmitters, which would be in
compliance with the BS 8418 standard. The design, installation
and operation of the TeleEye solution and transmitters would
base on the recognised BSIA standard being adopted in the
European Community’s security markets.
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Interests in
Name of director issued shares
(HfaF1k3)
(notes 1 and 3)
PRIEEE L
Dr. Chan Chok Ki 104,000,000
PREEEE -
Dr. Chan Cheung Fat 104,000,000
SEAEL
Dr. Ma Chi Kit -
MRREE
Mr. Ho Ka Ho -
Kt

() RZFEZWNF=A=+—8 HEEHARFBET
P& AN 57.8%;2 B 15 i Etin City Limited#$ 74 ° Etin City
Limitedd Etin Tech Limited &2 3 K 2GR 2 79
A2 70%K% 30% 2 b33 A © Etin Tech Limited /3
MREEEL  BMEREL  SEAELRARR
SN RIIE4I44.3% ~ 34.3% * 14.3% K7.1%2 t
PlEA - ARBREEE L MIRER B T ARENIRE
K& 771 k4% $) 77 £ 30%3K A £ Z Etin Tech
Limitedz &% Z# - B 1& SR EH B FT 6 A Etin
City Limited B AR R Z & o

(2) EBFEEBREDREARRRMZERE S
BRI 2 FBE RN (RS —

%
f -

3) LarEOREEROTzERHBER -

BEXHBENRA —REEUAARNEEEEZEMNEA
RWBRARZREBARGIHN  RZTTWMFE=A=+
—H ' BIFAIER EMRAIES546 E5.67KEMT AR
BAIRBRFMZAE  ARBIZEEWENA AR SKHE
FEHEEZB (RESRBRERIZ TE) cERNES
PR EAERSKAR -

DIRECTORS’ INTERESTS IN SECURITIES
At 31 March 2004, 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 5.46 to 5.67 of the GEM Listing Rules, to be notified to the
Company and the Stock Exchange, were as follows:

REBTRG RERITRGE P
BREBRERSA HERSD+ 2 2B
BROPzEE EREH BE
Interests in Total interests Approximate
underlying in issued percentage
shares shares/ of interests
pursuant to underlying in issued
share options shares shares
(Hfiz2123)
(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 March 2004, are held by Etin City
Limited, which is owned by Etin Tech Limited and CityU
Enterprises Limited in the proportion of 70% and 300%,
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 7.1%,
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 31 March
2004, 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 5.46 to 5.67 of the GEM Listing Rules,
to be notified to the Company and the Stock Exchange.
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Date of grant

FRRAZES

Directors of the Company
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SHARE OPTION SCHEMES

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, respective, 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-EZNEF REBEARA R-ZFEF
R —A—A B%A¥% ZA=+-H
THEE s 8% 2 B8 IR 1B ZBERE HBRBRE
Exercise Balance at Lapsed Balance at
price 1 January during 31 March
per share 2004 the period 2004
BT (Kf &)
HK$ (note)
0.60 1,800,000 - 1,800,000
0.60 1,440,000 - 1,440,000
0.60 1,364,000 - 1,364,000
4,604,000 - 4,604,000
0.60 7,492,000 (336,000) 7,156,000
12,096,000 (336,000) 11,760,000

Note: These options lapsed upon the resignation of a grantee.

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 nine months ended 31 March 2004, no option was
exercised and cancelled.

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.
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Post-IPO Share Option Schemes (Continued)

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 March 2004.

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
31 March 2004 with the board practices and procedures as set
out in Rules 5.34 to 5.45 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, 14 May 2004
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