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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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Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses

Research and development expenditure

Loss before taxation
Taxation charge

Loss before minority interests

Minority interests

Loss attributable to shareholders

Basic loss per share (HK cent)

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 2005, together with the comparative unaudited figures

for the corresponding period in 2004, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

oF+3

Notes

BE=HA=t+—-HLt

BE=HA=+-HL

={@R i8R
Three months ended Nine months ended
31 March 31 March
—EEHE —TTWF ZBTHEE —TTNHF
2005 2004 2005 2004
FERL Fi&r FET FET
HK$°000 HK$'000 HK$'000 HK8'000
(RBER) (REEZ) (RLER) (KREER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
6,148 7,040 19,878 21,890
(2,710) (2,796) (8,631) (8,563)
3,438 4,244 11,247 13,327
137 77 346 243
(1,760) (1,882) (5,704) (5,506)
(1,696) (1,503) (4,809) (5,003)
(868) (1,171) (3,129) (3,711)
(749) (235) (2,049) (650)
- 12) - (35)
(749) (247) (2,049) (685)
76 - 172 -
(673) (247) (1,877) (685)
(0.37) (0.14) (1.04) (0.38)
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BRELATE 18
BREAIEBED A Loss before taxation has been

arrived at after crediting:
REHFEEZRE Dividends from investments in securities

FMEWA Interest income

NOTES TO THE QUARTERLY FINANCIAL REPORT

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 Quarterly Financial Report has 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 Report has been prepared under the
historical cost convention, as modified for the revaluation of
investment in securities. The accounting policies adopted in
preparing the Quarterly Financial Report are consistent with
those followed in the preparation of the Group's annual financial
statements for the year ended 30 June 2004.

Turnover

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

Loss before taxation
BE=ZA=t—HL BE=ZA=1t—HL
=@ A hEA

Three months ended Nine months ended

31 March 31 March
—EIF —FTTOF —B%5F —TTNF
2005 2004 2005 2004
FET TR FET TET
HK$'000 HK$'000 HK$'000 HK$'000

(REER) (REERZ) (REER) (REERZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

23 20 79 82
98 52 242 145
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Taxation charge

No provision for Hong Kong Profits Tax has been made in the
Quarterly Financial Report as the Group's operations in Hong
Kong incurred tax losses for both periods.

The charge for the three months and nine months ended 31
March 2004 represents taxation arising in other jurisdictions
which is calculated at the rates prevailing in the relevant
jurisdictions.

Dividend

The directors do not recommend the payment of a dividend
for the three months and nine months ended 31 March 2005
(three months and nine months ended 31 March 2004: Nil).

Basic loss per share

The calculation of basic loss per share is based on the loss for
the three months and nine months ended 31 March 2005 of
approximately HK$673,000 and HK$1,877,000 respectively
(three months and nine months ended 31 March 2004: a loss
of approximately HK$247,000 and HK$685,000 respectively)
and 180,000,000 ordinary shares in issue during the three
months and nine months ended 31 March 2005 (three months
and nine months ended 31 March 2004: 180,000,000 ordinary
shares).

No disclosure of diluted loss per share for the three months
and nine months ended 31 March 2005 and 2004 is shown
as the effect of the potential ordinary shares in issue would
result in a decrease in loss per share for both periods presented.
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RZBT=FLA-A#EER) At July 2003 (audited)

REEENEBZKE Exchange differences on translation
MEEZELZE of overseas operations
BREFRECRR Revaluation surplus of investments
in securities
BREFARBRNERZ Net gains not recognised
EFE in the condensed income
statement
HRRREESEE Loss attributable to shareholders

for the period

R-EENF=A=+—H At 31 March 2004
(REER) (unaudited)

R-ZZBMELA—B (BE% At 1 July 2004 (audited)

REEBMEB KRR Exchange differences on
MEEZERZE translation of overseas
operations
ERESREZER Revaluation surplus of

investments in securities

TAEHAURRABRIZ Net gains (losses) not recognised
& (B1])F8 in the condensed income
statement
BRARRELER Loss attributable to shareholders

for the period

R-ZZZE£=A=1+-H At 31 March 2005
(RBER) (unaudited)

8. Movement of reserves
RE
i) EX B %5 B
&8 B R i 5 4 fst
Investment
Share Translation revaluation Special

premium reserve reserve reserve Deficit Total
FET FET TEL T FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
21,605 (88) (901) 14,990 (5,233) 30,373
- 14 B - - 14

- - 747 - - 747

- 14 747 - - 761

- - - - (685) (685)
21,605 (74) (154) 14,990 (5,918) 30,449
21,605 (81) (257) 14,990 (6,179) 30,078
- (11) - - - (11)

- - 510 - - 510

- (11) 510 - - 499

- - - - (1,877) (1,877)
21,605 (92) 253 14,990 (8,056) 28,700
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Turnover of the Group for the three months and nine months
ended 31 March 2005 amounted to approximately HK$6,148,000
and HK$19,878,000 respectively (three months and nine months
ended 31 March 2004: HK$7,040,000 and HK$21,890,000
respectively). Such decrease was resulted from the keen
competition from other Asian manufacturers and fewer large orders
generated from overseas customers. These also led to the decrease
of gross profit margin comparing with the corresponding three
months’ and nine months’ period last financial year.

TeleEye Europe Ltd, operates as a direct sales office since April
2004 in UK, shows improving results during the nine months
under review. However, the slack economy in Singapore affected
the results of TeleEye (S) Pte Limited.

During the quarter under review, TeleEye video surveillance
systems and TeleEye cameras still generated approximately 70%
and 15% of the Group's turnover, respectively.

To lessen the pressure of reducing gross profit margin, the Group
took stringent control on operating expenses. Exclude the financial
effect arising from volatile exchange rate between British Pounds
and Hong Kong Dollars during the period under review, total
operating expenses for the three months and nine months ended
31 March 2005 reduced by 11% and 5% compared with
corresponding period last year. These were made by cut-down
headcount, wage rate, administrative expenses, cautious control
on marketing and promotion expenses.

Loss attributable to shareholders for the three months and nine
months ended 31 March 2005 amounted to approximately
HK$673,000 and HK$1,877,000 respectively (three months and
nine months ended 31 March 2004: loss of HK$247,000 and
HK$685,000 respectively).
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Business Review

The Group has introduced the TeleEye IlI+ VRB/VXB Video
Recording Transmitter series by the end of last quarter. It is
one of the first visual alarm verification system in compliance with
the BS 8418 British Standard. During the quarter under review,
seminars and marketing activities were held in UK and other major
markets. Market response is affirmative. 10% of the turnover of
the Group for the three months ended 31 March 2005 was
generated by this new series.

In Hong Kong, theft cases in schools were increased significantly
and became a local hot issue. The Group has introduced its latest
surveillance system for crime prevention in school during event
held by Hong Kong Police Force.

Regarding overseas market, the Group participated in a major
security exhibition in Dubai in January 2005. Seminar has been
held and visitors showed great interest in TeleEye products. This
enhanced the brand awareness of TeleEye in Middle East.

The Group has worked closely with its reseller and distributor. A
large number of TeleEye's video transmitters, cameras and software
has been deployed by Bangrak Police Station for crime prevention
in Thailand and a premier marina for remote monitoring and event
handling in Croatia.

Prospect of New Products and Markets

To leverage on the Group's distribution strength, we will further
expand our comprehensive CCTV camera product line. During the
period, we have launched many new models of camera with
different new features. Please visit our website at www.TeleEye.com
for details.

The Group introduces a new model, TeleEye I+ NF630 Network
Camera to its Network Camera Series in March 2005. It
incorporates the company's proprietary compression technology,
which offers excellent performance on video transmission via low
to medium bandwidth transmission media.

On the other hand, the Group is in its final stage of development
of a new generation of digital video transmission system with
superb performance in transmission and recording speed, picture
quality and functionality.

In addition, we are actively exploring new business opportunities
by broadening our distribution network especially in Spanish
speaking countries. The Group is also planning to setup new sales
offices in countries with good market potential.
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SHARES AND SHARE OPTIONS

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN

At 31 March 2005, the interests of the directors and chief
executives and their associates in the shares and share options of
the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Future Ordinance (“SFQ"))
which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which

were required pursuant to Section 352 of the SFO, or which are
required pursuant to Rule 5.46 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange, were as follows:

BRGOER Long position in shares
(@) ARFEREEO.OIETLZ ZEHR (a)  Ordinary shares of HK$0.01 each of the Company
BREERT ERRBET
BEsps g4 EBREE BRAB G L
Number of Percentage of
issued the issued
ordinary share capital
Name of director Capacity shares held of the Company
RIEEE L AR EREERAE (K1)
Dr. Chan Chok Ki Held by controlled corporation (note 1) 104,000,000 57.8%
REEEL AXEHEERA (K1)
Dr. Chan Cheung Fat Held by controlled corporation (note 1) 104,000,000 57.8%
(b) BERE (b)  Share options
BEsps 546 HEBREHAE HERGHE
Number of Number of
share underlying
Name of director Capacity options held shares
BRIEETE £ ERHEAA (H:2)
Dr. Chan Chok Ki Beneficial owner (note 2) 2,700,000 2,700,000
EEREL ERBEAA (F:t2)
Dr. Ma Chi Kit Beneficial owner (note 2) 2,160,000 2,160,000
MRREE ERBERA (F:t2)
Mr. Ho Ka Ho Beneficial owner (note 2) 2,044,000 2,044,000



EE

() RZZEEAF=-A=+—8 HFEELF
B EITR A% 57.8%2 % 7 A Etin City
Limited# & - Etin City Limited/ Etin Tech
Limited &2 3k K 1 % B R 2 7 9 5l 2 700% &
30%2 tb Bl 45 A - Etin Tech Limited )5 B B
EEIEL - MR EL  SEABLRAR
SEEDFILLI44.3% « 34.3% ~ 14.3%%
7% LBl R - AR RIEEE - KR
BT AENBRERE LT ERIERTE
30038} LA | 2 Etin Tech LimitedZ & Z 4 -
MR % 4% 18 {E 8 45 PTG H Etin City Limited#F
BEARARAZRG °

(2) HEFBBREDREARRRAZ BEETE
RTEF  FRBREAIZHBHENTX
[FERHERT &) — &0 -

BREXHBEBEELRA - REEUAEBEETEZEME
BERWMBRRZREARMDIN RZFTFRF=A=
T—B ARFAZEF FETBRABIRSZIZHE
AU ER AR B S E AR ARBOR B 2 E A - 48
MEOKEFTREEANEAIRE °

Notes:

(1) These shares, representing approximately 57.8% of the
issued share capital of the Company as at 31 March
2005, are held by Etin City Limited, which is owned by
Etin Tech Limited and CityU Enterprises Limited in the
proportion of 70% and 309%, 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 of “Share
Option Schemes” below.

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
2005, none of the directors, the chief executives of the Company
nor their associates had any interests or short positions in any
shares, underlying shares or debentures of the Company or any of
its associated corporations.
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Date of grant

FRARZESR

Directors of the Company

BRIEEF LT —TE-FMA+=H
Dr. Chan Chok Ki 12 April 2001
BEGEL —ZE-FMA+=H
Dr. Ma Chi Kit 12 April 2001
ARFLEE —TE-FMA+=H
Mr. Ho Ka Ho 12 April 2001
AEEER —TE-FMA+=H

Employees of the Group 12 April 2001

SHARE OPTION SCHEMES

@

Exercise price

Pre-1PO Share Option Scheme (the “Pre-IPO Scheme”)
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 the listing of
the Company’s shares on the GEM. The options granted
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 of the Company 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 nine
months ended 31 March 2005:

BRR —EEMF R-ZTIF
B tRA—H REBMAE ZA=+-H
THEE HERBRE KRZBRE e & 2 B8 IR 18
Lapsed Balance

Balance at during at 31

per share 1 July 2004 the period March 2005
BT (Htt)

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 6,272,000 (1,604,000) 4,668,000
10,876,000 (1,604,000) 9,272,000
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RBEETRAZ1%  AARAKIEREBER
1 -
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WE  (DARARMDEZRERL AT AER
SANEBARERZFHEHRE + K
EE - ETERFLEXZ —RERAT - KRRFE
ZERARANTAEREEREE BB -

(i)

10

Note: These options lapsed upon the resignation of the
grantees.

No options had been exercised since the date of grant. At
31 March 2005, the number of shares in respect of which
options had been granted under the Pre-IPO Scheme
represents 5.2% of the shares of the Company in issue at
that date.

Share Option Scheme adopted on 28 October 2003
(the “2003 Option Scheme”)

Pursuant to a resolution passed on 28 October 2003, the
2003 Option Scheme was adopted to recognise and
motivate the contribution of the employees to the Company
and to provide incentives and help the Company in retaining
its existing employees and recruiting additional employees
for a term of ten years. The board of directors 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. Option may be granted at a consideration of
HK$1 and should be accepted within 5 business days 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 on 28 October 2003. No option
shall be granted to a grantee if the total number of shares
issued and to be issued upon exercise of options granted
and to be granted under the 2003 Option Scheme in any
twelve months period up to and including the date of grant
to such grantee would exceed 1% of the issued share
capital of the Company for the time being in issue.

The subscription price shall not be less than the highest of
(i) the closing price of the shares of the Company as
stated in the Daily Quotation Sheet on the date of grant,
which must be a trading day; (ii) the average closing price
of the shares of the Company as stated in the Daily
Quotation Sheets for the five trading days immediately
preceding the date of grant; or (iii) the nominal value of a
share. Without prejudice to the generality of the above, the
board of directors of the Company may grant options in
respect of which the subscription price is fixed at different
price.
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Date of grant

RAARAZES

Directors of the Company

RIEEBL —ZEME\AWE

Dr. Chan Chok Ki 4 August 2004
3l —“ZEMENAEA

Dr. Ma Chi Kit 4 August 2004

CES ¥ —ZEMF\AWE

Mr. Ho Ka Ho 4 August 2004

rEBEEER —ZEMFEN\AWE

Employees of the Group 4 August 2004
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Exercise price
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0.145
0.145

0.145

0.145
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The following table discloses movements in the Company's
share options under the 2003 Option Scheme during the
nine months ended 31 March 2005:

R-2EMF R-Z221%

tA-H REEA  REBRE =A=1-A

HeRzERE BRUZBRE X¥ZBRE HuzBRE
Granted Lapsed

Balance at during during  Balance at 31

1 July 2004 the period the period  March 2005
(Ki3t)
(note)

- 900,000 - 900,000

- 720,000 - 720,000

- 680,000 - 680,000

- 2,300,000 - 2,300,000

- 1,080,000 (220,000) 860,000

- 3,380,000 (220,000) 3,160,000

Note: These options lapsed upon the resignation of the

grantees.

No options had been exercised since the date of grant. At
31 March 2005, the number of shares in respect of which
options had been granted under the 2003 Option Scheme
represents 1.8% of the shares of the Company in issue at
that date.

The financial impact of share options granted is not recorded
in the Company's or the Group’s balance sheet until time
as the options are exercised, and no charge is recognised
in the income statement in respect of the value of options
granted in the period. Upon the exercise of the share
options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per
share over the nominal value of the shares is recorded by
the Company in the share premium account. Options which
lapse or are cancelled prior to their exercise date are deleted
from the register of outstanding options.



TERR
BREXTEEREZTHRABRED & IEREZ #x]
—Exﬁﬂ)i&ﬁZ%\*é?I\ R-_ZZERF=A=+—8"
BBARAREBES KM ERAFEIZ6GMAFE 2K
RECMARE ABEMALIRARAZEETR
AP EAEMERIORR

BFEER

E=MEE AR ﬂxé$‘imfiﬂii(iéﬂi$&tﬁ
RAZER) SEEEASEAEXG LHFHAEEHE
AEEEXG EBRFIXBERBEMER -

EEREOARAZLETRES

ERBESMEA  ARRRAEEANBARMEESTL
BRARQR Z(EM EHES o

NAER
HE-_ZZTRF-A=+—HILAEARR ARQ
BHERAIER EMARAES34E5458F78 2 A ﬁ?ﬁ
£E

BERZEE]
BREAERZ AR ERESUBIFNTEEER
B  BEBEEATHLRBAFRHE -

ERZEGCEZEABATHARRZEFRKEER -
Y FHEBRERFTERS  UMZEREMNEFTSIR
HERARAE BEZZESHEERTREREAEH
ZHBREEABEEGE EREECELERHAE
ERE2TR -

EAEEED
RELEL
FERITRAAH

&5 —ETERFARA+-H

SUBSTANTIAL SHAREHOLDERS

Save as the interests disclosed in the paragraph headed “Directors’
and Chief Executives’ Interests in Shares and Share Options”, the
register of 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 2005.

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 nine months ended
31 March 2005 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 three members comprising three
independent non-executive directors, namely Professor Siu Wan
Chi, Mr. Yeung Kwok Ki JP and Professor Ching Pak Chung.

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. The audit committee has reviewed the
draft of this quarterly report.

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

Hong Kong, 12 May 2005
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