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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 of Hong Kong Limited 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 the Growth Enterprise Market 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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NON-EXECUTIVE DIRECTOR
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CHAIRMAN'S STATEMENT

The Group held a series of events to celebrate its tenth year of
operation. In the past ten years, the Group has built a significant
business in remote management and video surveillance by developing
a strong product range in video transmitters and monitoring software.
We have built a strong brand name and a strong distribution network
to provide professional systems and services to our customers

globally.

To further expand our business, the Group is broadening its
product line to cover not only video transmitters but also the whole
range of CCTV products. We will provide one-stop shop solution to
satisfy the needs of our customer in CCTV projects. This will enhance
the productivity and loyalty of our sales channels and bring in

additional revenue for the Group.

The Group continues to invest heavily in product research and
development. We have successfully developed a new video
compression technology that addresses the needs for simultaneous
video recording and remote transmission. We will launch a series of
new products using this technology in the coming year. As compare
to competitors’ digital video recording products, our technology
offers much better video transmission speed while keeping high
quality video recording at the same time. We also pioneered a mobile

video surveillance solution using 3G mobile technology.

The Group will further strengthen its brand image and build up
a stronger sales network to distribute its high-tech product. We will
set up more overseas sales offices, recruit and train more resellers
in order to bring in more revenue in the long run. With a full range
of quality CCTV products, a reputable brand name and a global
distribution network, we believe the Group’s revenue will grow in

the coming year.
On behalf of the Board of Directors, I would like to express my
sincere thanks to our investors, business partners and staff for their

continuous support to the Group.

Dr. Chan Chok Ki
Chairman and Chief Executive Officer

Hong Kong, 21 September 2005
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW

The Group recorded a total turnover of approximately
HK$27,492,000 for the year ended 30 June 2005, a decrease of 9.7%
from HK$30,458,000 for the year ended 30 June 2004. On a quarter-
to-quarter comparison, turnover of the Group for the three months
ended 30 June 2005 reduced by 11% to approximately HK$7,614,000
when compared with the same quarter last year. The decrease was
attributable to the keen competition from other Asian manufacturers
and fewer large orders generated from overseas customers. This also
led to a decrease in gross profit margin to 54% for the year ended
30 June 2005 (2004: 60%). However, in comparison with the
previous quarter ended 31 March 2005, the Group’s turnover for
this quarter ended 30 June 2005 increased by 23.8% or approximately
HK$1,466,000. Such increment was attributable to aggressive sales
and marketing effort and increased competitiveness of new products

launched during the year.

Consequently, loss attributable to shareholders increased to
approximately HK$3,284,000 (2004: HK$946,000). Basic loss per
share increased from 0.53 HK cent for the year ended 30 June 2004
to 1.82 HK cents for the corresponding year ended 30 June 2005.

TeleEye video surveillance systems and TeleEye cameras
generated approximately 73% (2004: 72%) and approximately 17%
(2004: 17%) of the Group’s turnover, respectively. The Group’s
turnover generated from 3 largest geographical segments amounted
to approximately 70.9% of the total turnover (2004: 68.9%). TeleEye
IIT+ VX Video Recording Transmitter (TeleEye III+ VX) and TeleEye
IIT+VR Video Recording Transmitter (TeleEye III+ VR) are still the
best selling products of the Group.

Total Operating cost for the year ended 30 June 2005 reduced
by 2.7% to approximately HK$18,890,000 (2004: HK$19,413,000).
Such decrease is due to implementation of effective cost control
measures and efficient allocation of resources applied among the

Group.

The Group’s associate, CAMERIO Japan Inc., recorded an increase
in sales when compared with last financial year. It also recorded a
modest profit for the year ended 30 June 2005 when compared with
last financial year which incurred a modest loss. After reviewing the
current financial results of CAMERIO Japan Inc., the Board did not

recognise any further provision for the loan made to this associate.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

COMMENTS ON SEGMENT INFORMATION
An analysis of the Group’s turnover and contribution to results
by geographical area of operations for the two years ended 30 June

2004 and 2005 is set out in note 4 to the financial statements.

Europe

Europe was the largest market of the Group, whose turnover for
the year ended 30 June 2005 amounted to approximately
HK$8,408,000 (2004: HK$8,524,000) or 30.6% (2004: 28%) of the
Group’s turnover. TeleEye Europe Ltd (a subsidiary in the UK),
operates as a direct selling office commencing from April 2004. It
contributed significant effort in the provision of technical and
marketing support in the region. Segment profit reduced to
approximately HK$594,000 (2004: HK$2,113,000). It was due to
the increase of sales and marketing expenses as well as drop in

profit margin of products.

Hong Kong

Hong Kong was the second largest market of the Group, whose
turnover for the year ended 30 June 2005 amounted to approximately
HK$6,878,000 (2004: HK$8,182,000) or 25% (2004: 26.9%) of the
Group’s turnover. Segment profits reduced to approximately
HK$2,926,000 (2004: HK$3,909,000). Continuing keen competition

impacted the profit margin of this segment negatively.

Other Asia Countries

Turnover for other Asia countries for the year ended 30 June
2005 amounted to approximately HK$4,214,000 (2004:
HK$4,280,000) or 15.3% (2004: 14.1%) of the Group’s turnover.
The segment reported a profit of approximately HK$541,000 (2004:
HK$803,000). Drop in segment profits mainly attributed to the

increase in promotion and marketing activities in our China office.

Others

Other geographical segments included America, Africa and
Australia. Turnover for the year ended 30 June 2005 amounted to
approximately HK$3,090,000 (2004: HK$3,859,000) or 11.2% (2004:
12.7%) of the Group’s total turnover. Segment profits dropped by
52.4% to approximately HK$726,000 (2004: HK$1,526,000).
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

Singapore

Turnover for Singapore for the year ended 30 June 2005
amounted to approximately HK$2,874,000 (2004: HK$3,765,000)
or 10.5% (2004: 12.4%) of the Group’s turnover. The segment
reported a profit of approximately HK$67,000 (2004: HK$594,000).
Drop in segment profits was mainly due to the decrease in turnover

and increase in marketing activities in our Singapore office.

Middle East

Turnover for Middle East for the year ended 30 June 2005
amounted to approximately HK$2,028,000 (2004: HK$1,848,000)
or 7.4% (2004: 6.1%) of the Group’s turnover. The segment reported
a profit of approximately HK$785,000 (2004: 864,000).

BUSINESS REVIEW

The Group is principally engaged in the research and
development and sales and marketing of audio and video monitoring
systems. During the year, competition among the industries became
intensified that bring about unfavourable impact to the Group.
Revenue derived from the industries was in a downturn trend.
However, the Group has been taking aggressive approaches in gearing
towards profitability, and has been continuing its efforts towards
resource consolidation, strengthening management and exploring
new business opportunities so as to maintain business growth. The
Group is planning to explore into new markets and establish overseas

branches with good market potential.

The Group has entered into its tenth year of business. A series
of promotion and celebration activities had been held successfully.
This further enhanced the TeleEye brand image globally and firmly
established the Group as a solid technology pioneer in the digital
CCTV field. During the year, many new products were launched
with a view to meet the needs of customers and maximize the market

share.

TeleEye Dialup CCTV Series, the world’s smallest video
streaming transmitter has won the Silver Award in the 2004 HKEIA
(Hong Kong Electronic Industries Association) Award for
Outstanding Innovation and Technology Products in the wireless/
security category during the Hong Kong Electronics Fair held in
October 2004. This recognised the technological edge in video

transmission and product development of the Group.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

The Group participated in major exhibitions in Hong Kong, UK,
Middle East and China. Seminars have been held in various countries
and visitors showed great interest in TeleEye products. This

enhanced awareness of TeleEye worldwide.

PROSPECTS OF NEW PRODUCTS AND MARKETS

In the quarter ended 31 December 2004, the Group has
introduced the TeleEye III+VRB/VXB Video Recording Transmitter
series. It fully comply with the British Code of Practice BS 8418,
the code of practice for remote monitoring of detector activated
CCTV system. The Group is one of the first companies in Asia to
launch products in compliance with the new British standard BS
8418. Seminars and marketing activities were held in UK and other
major markets. Market response is affirmative. Approximately 16%
of the Group’s turnover for the year ended 30 June 2005 was

generated by this new series.

In March 2005, the Group introduces TeleEye III+ NF630
Network Camera to its Network Camera Series. It incorporates the
company’s proprietary compression technology, which offers
excellent performance on video transmission via low to medium

bandwidth transmission media.

During the financial year ended 30 June 2005, the Group
continues to widen its camera product range by launching many
new models of camera with different new features. To leverage on
its distribution strength, the Group will further expand its

comprehensive CCTV camera product line.

In addition, 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. The Group is also actively exploring new business
opportunities by broadening our distribution network especially in

Spanish speaking countries.

DIVIDENDS
The Board does not recommend the payment of dividend for the
year ended 30 June 2005 (2004: Nil).

EMPLOYEES

As at 30 June 2005, the Group employed 36 (2004: 41) full time
employees in Hong Kong and 17 (2004: 14) full time employees in
the overseas offices. The Group’s staff costs, including directors’
emoluments, employees’ salaries and retirement benefits scheme
contribution amounted to approximately HK$12,405,000 (2004:
HK$12,919,000).

ANNUAL REPORT
2 005 % b3l

EIE TR

AAEF 2N T AERUS - S~ bR v 2 S
MR e B8 G > G O A 20 B R AT e - 2
BLE B TeleEye e ah H IR BLUER - 2B RE A
B 45 15 TeleEyeE 4 Bk (14 f ML AN 44 B o

B EE i B i 35 T R

P E CBENFE T A= HIERER
7% 42 [ T ¥ H TeleEye 111 + VRB/VXBE T 8% 14 18
KR - MR Y E MG JEBIBS 8418/ F <F
HI o B R P B o A R A A RS
JRE T S RI) o A 45 3] £y 5O E AL AT G KBS
8418 A MEEE S i A /2 — » 3l AE B [ R oA
BT By BT T WE R G BT R R ) o T R
B e P HEN R B EFALERMERE %
FHAENA =1 HIEFEZ & EHEN16% °

AR ERAR S > A EAE A A R
F 9 Z TeleEye 111+ NF6304H 45 14 HE > UL 48 4%
Tl AG AR I T A A W) 2 SR JRR A AT > AR
M T 2% A B Ak B ARk R .

REE FEFRENRA =+ HIEBEEER -
A SR 9] 975 38 4 U 2 P A A (OB D R 2 BT R 1R
> A AR R R (RO R o R O3 B T
T 2 B > A SR T S A — A0 4 T 4 R P B SR A
BB E R -

BEAh > AN SR I IE 7E B 3 08 M BRSO L~ i
L B T RE S 5 T 34 A R 3R B 2R — AU LR
XA BHOEARKMEE - REMIFIESR T
¥ S A SR T 23 B A A% > R IR AE PY B OF E B X
Rk 1 R R ) S B R T A -

& 8.
EHEGARMAERE ZEHFNH=+H1E
R RE (CEENAE ) -

(3=

ROFZRAENA =+ H o AL H
364 (ZEEIUL - 414) 2R 8 > 5SS
B RWARE BRI M 1748 (ZRFWAE - 142) o K
£H 2 B TNA (EIEESME - 8 85 ZRIK
& A 5T E LK) 4 75 12,405,000 6 (ZFE Y
A 012,919,0004 7T) ©

TeleEye Holdings Limited
F E R # R & R 2 37



MANAGEMENT'S DISCUSSION
AND ANALYSIS

Employees’ remuneration is in accordance with individual’s
responsibility and performance and remains competitive with the
prevailing market rates. Other fringe benefits such as medical
insurance, retirement benefit scheme and discretionary bonus are
offered to all employees. Share options are granted at the directors’
discretion and under the terms and conditions of share options

schemes.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

As at 30 June 2005, a non-interest bearing short-term advances
was outstanding to a minority shareholder. The loan was to finance
the operation of TeleEye (S) Pte Limited and was denominated in
Singapore dollars and repayable on demand. There was no drawing
and repayment to this loan during the year. During the year, a non-
interest bearing loan denominated in British pounds was obtained
from another minority shareholder to finance the operation of
TeleEye Europe Limited. There was no repayment to this loan as at

30 June 2005.

Other than the above, the Group mainly used its internal
resources to finance its operations during the year. The Group has
available banking facilities of HK$5 million from Hang Seng Bank
and none of them had been utilised as at 30 June 2005 (30 June
2004: Nil). Consequently, the Group’s gearing ratio, as a percentage
of bank and other borrowings and long-term debt over total assets,
as at 30 June 2005 was approximately 1% (30 June 2004: 1%).

The Group had bank balances, deposits and cash of approximately
HK$16,339,000 as at 30 June 2005 (30 June 2004: HK$18,967,000).

CAPITAL STRUCTURE
Apart from the aforesaid two non-interest bearing advance from
minority shareholders, the Group did not have any borrowings

during the year under review.

There was no change in the Company’s share capital during the
year ended 30 June 2005. The details of change of share options are

set out in note 22 to the financial statements.

SIGNIFICANT INVESTMENT
The Group did not make any significant new investment during

the year.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES
The Group did not make any material acquisitions and disposal

of subsidiaries and affiliated companies.

CHARGE ON ASSETS
As at 30 June 2005, the Group did not have any charge on its
assets (30 June 2004: Nil).

FUTURE PLAN FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Other than those disclosed in the Company’s prospectus dated
24 April 2001, the Group does not have any other plan for material

investments or capital assets for the coming year.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES
AND RELATED HEDGES

During the year under review, the Group’s transactions were
substantially denominated in either Hong Kong, US dollars and
British Pounds. 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 year under review, the
Group did not use any financial instruments for hedging purposes
(30 June 2004: 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 30 June 2005, the Group did not have any contingent
liabilities (30 June 2004: Nil).

ANNUAL REPORT
2 005 % b3l

EIE TR

TR WA M B O R 4 ) B T e 2

444 0 900 56K I e 0 D 26 )
2 -

7 A
RZFRRHAFANA = H o AR 2 I
TEAETHEHM (R RPAERA =+ H ) -

R ok A B R A

BRAS A R B E ] A H 2k
o Jr 95 5 4 Oh o I AR AT AR AR 1 SIf 486 AT o] L At TR K
BEREAREEZ G -

E 2 35 3l B e 3 3 i 2 e

R EIRAEREN > AL 25 ERHLIHEIT - £
JC R BEBEUELT - R HE LB R U > BE SR
O A S B 2 e BE S B AT PR e A [m] R AE
AL > A A SIS 258 P AT B S T 5L AR 3 2 Y (.
FEPFENAZTH - 8 o REEA K%Y E
AN R B o Sl R e B R AEE AT R Y B S B

AR A1
ATEERAFENT ZAH o AL AT A
RAM(CEENENA=ZTH W) -

TeleEye Holdings Limited
F E R # R & R 2 37



PROFILE OF BDIRELCTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Dr. Chan Chok Ki, aged 50, is a founder, chairman and the
Chief Executive Officer of the Group, responsible for the overall
corporate management and business development of the Group. He
also actively participates in the strategic research and development
of the Group. Dr. C.K. Chan is a research veteran in the digital
signal processing and image compression technology. He had taught
at the City University of Hong Kong (“City University”) since 1985
and was a professor of the Department of Electronic Engineering at
the City University before he officially became involved in the
management of the Group on a full-time basis in December 2000.
He is presently an Adjunct Professor of the Department of Electronic

Engineering at the City University.

Dr. C.K. Chan is presently the Vice Chairman of the Industry
and Technology Committee of the Hong Kong General Chamber of
Commerce and the member of the HKTDC Electronics/Electrical
Appliances Industry Advisory Committee of the Hong Kong Trade
Development Council. Currently, he is also an independent non-
executive director of Shun Cheong Holdings Ltd. He has received
many awards which include the EDN Asia Innovator in 1996 and
IEEE Third Millennium Award in 2000 for his outstanding

achievement and contributions.

Dr. C.K. Chan obtained both his bachelor and master degrees of
science in electrical engineering from The University of California,
Los Angeles. He received his PhD degree in electronics from The

Chinese University of Hong Kong.

Dr. Ma Chi Kit, aged 37, is a founder and the Chief Marketing
Officer of the Group. He has extensive knowledge on digital signal
processing and telecommunications technologies. He is presently
responsible for formulation and implementation of marketing
strategies, product pricing and positioning, and strategic management

of channel distribution for the Group.

Dr. Ma obtained his bachelor’s degree with first class honours

and a PhD degree in electronic engineering from the City University.

Mr. Ho Ka Ho, aged 33, is a founder and the Engineering Director
of the Group. He is in charge of the engineering department of the
Group and is responsible for product design, quality control, research
and development of the Group. Mr. Ho has expertise in computer

architecture, software engineering and digital signal processing.

Mr. Ho obtained his bachelor of engineering degree in computer
engineering with first class honours and master of science degree in

electronic engineering from the City University.
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PROFILE OF BIRELCTORS AND
SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Dr. Chan Cheung Fat, aged 47, is a founder and a research and
development consultant of the Group, responsible for spearheading
the research and development team on a part-time basis with
particular focus on product design and development. Dr. C.F. Chan
is a research veteran in the digital signal processing and speech

compression technology.

Dr. C.F. Chan is presently an associate professor of the
Department of Electronic Engineering at the City University. He is
also a director of Signal Communications Holdings Limited and
Signal Communications Limited, both are wholly-owned subsidiaries

of the Company.

In 1998, he was named “EDN Asia Innovator” by the EDN Asia

Magazine for his contribution in speech compression technology.

He received all his bachelor, master and PhD degrees in electronic

engineering from The University of Essex, England.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Siu Wan Chi, aged 55, is an independent non-executive
Director who was appointed in September 2000. He is presently the
Chair Professor of the Department of Electronic and Information
Engineering, The Hong Kong Polytechnic University. He was the
Head of the same department and Dean of Engineering Faculty
between 1994 and 2002.

Prof. Siu has held numerous public offices in the academic field
including guest editor, associate editor and member of editorial board
of renowned journals in the U.S., the UK and the PRC and chairman

of academic/professional assessment panels.

Prof. Siu obtained his master of philosophy degree from The
Chinese University of Hong Kong, and the PhD degree from The
Imperial College of Science, Technology and Medicine, UK.
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PROFILE OF BDIRELCTORS AND
SENIOR MANAGEMENT

Mr. Yeung Kwok Ki, JP, aged 60, is an independent non-executive
Director who was appointed in September 2004. Mr. Yeung is a
Practising Certified Public Accountants in Hong Kong and senior
member of the accountancy professions, i.e. Fellow, Chartered
Institute of Management Accountant; Fellow, Chartered Association
of Certified Accountants; Fellow, Chartered Institute of Secretaries
and Administrators; Fellow, Hong Kong Institute of Certified Public
Accountants and Taxation Institute of Hong Kong. Mr. Yeung is
presently the Chairman of a private management consultancy
company and the managing partner of a Certified Public Accountant
firm in Hong Kong. Mr. Yeung also serves as Chairman or Director

of several private companies.

Professor Ching Pak Chung, aged 51, is an independent non-
executive Director who was appointed in October 2004. Prof. Ching
is presently Head of Shaw College and Director of the Shun Hing
Institute of Advanced Engineering of The Chinese University of
Hong Kong (“CUHK”). He was elected Dean of Engineering from
1998 till end of 2003. Prof. Ching pursued his studies at the
University of Liverpool of United Kingdom. He received his
bachelor’s degree (first class honors) and doctoral degree in 1977
and 1981 respectively. Then, he continued his research at School of
Electrical Engineering of the University of Bath and was back to
Hong Kong in 1982, when he started teaching at the Department of
Electronic Engineering of the Hong Kong Polytechnic University. In
1984, Prof. Ching joined the Department of Electronic Engineering
of CUHK and was promoted to Chair Professor in 1999.

Prof. Ching has all along participated actively in various
professional activities. Besides serving in different capacities for the
Hong Kong Institution of Engineers (HKIE), and the Institute of
Electrical and Electronic Engineers (IEEE), he is an elected Council
Member of the Institution of Electrical Engineers (IEE) between
2002 and 2005. Prof. Ching also devotes his time on public services.
He is a member of the Consumer Council, Chairman of the Hong
Kong Accreditation Advisory Board, member of the Electricity Safety

Advisory Committee and member of the Copyright Tribunal.
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PROFILE OF BIRELCTORS AND
SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Lai Siu Chung, aged 37, is the financial controller, qualified
accountant and company secretary of the Group. He is an associate
member of the Hong Kong Institute of Certified Public Accountants
and a fellow member of the Association of Chartered Certified
Accountants. Mr. Lai obtained his bachelor of business
administration degree from La Trobe University, Australia and master
of arts degree from The Chinese University of Hong Kong. Mr. Lai
had worked in a GEM-listed company immediately prior to joining

the Group in June 2005.

Mr. Lee Chiu Shing, aged 37, is the regional manager of the
Group. He joined the Group in May 1998. He is responsible for
development of the Japanese market for the Group’s products. He
has over eleven years of working experience in electronics industry,
including stationing as an electronic engineer in Japan for two years.
Mr. Lee is responsible for setting up the operation, staff training,
business development and technical support for the Group’s joint
venture company in Japan. He also takes the position of product
quality assurance manager and is in charge of the quality assurance

activities of the Group.

Ms. Leung Pui Shan, Lydia, aged 34, is the marketing
communications manager of the Group. She has over nine years of
experience in corporate communications, marketing, promotions and
event management. Prior to joining the Group in September 1998,
Ms. Leung had worked for listed companies in Hong Kong and
high-technology fields. Ms. Leung holds a master degree in marketing
from the University of Stirling, the UK.

ANNUAL REPORT
2 005 % b3l

EELkaREEABGHN

AR B

ISl - BUAE3TIR » Jy A 2 Y AR AR
B GEMGFIAT LA R o 5SS
AEHTARERFHAARGI AT ERGE -
B R USRI La Trobe UniversityZ 1. ¥ 5 3L &%
B N U SO BRSO LB A o BRSEAETA
TRBRAEN M BEA L H LLE > A — KRR
M b B LA o

PSS E > BUESTE - BAS M K
o PO — JULNEE L IMAAREM > BEAA
B B G B0 H AR TG o O R T e B T
TR KR WAANEEE T LM - BB
Ao AR BAEEINAARZ G EKE N
TR AER N AT B LRI - R R KB
SR o BAEAT AR M 2 A S B RS A A
TN ELRE A AR -

RO £t o BUAR345% - Jb AR 4R [ 22 T 35 4
KRR o O A SEME I~ ATEY R SIHH SRE Dy
T 22 R A L AR RE B o TR R — JUILNEE LA
INAARGEE > 75 2 FA AW BT R B B
1726 AR o Bede 4 A7 0 [ 52 o o R 552 11 355 B2
T EAL

TeleEye Holdings Limited
F E R # R & R 2 37



DIRECTORS' REPORT EEeWmE

The directors present their annual report and the audited FREEEEE _EEREANA =T HILEE
financial statements for the year ended 30 June 2005. AR B R AR B K o
PRINCIPAL ACTIVITIES FHEEH

The Company is an investment holding company with its shares AT Sy — FROE AT FH A 1A 7 #s B

listed on the Growth Enterprise Market (the “GEM”) of The Stock G o AR A (T8 22 e ) 2 B 2 (TR 2
Exchange of Hong Kong Limited (the “Stock Exchange”). The Mrl) b B A A R A R 2 R
principal activities of its subsidiaries and an associate are set out in T BB R B EE 12 %13 e

notes 12 and 13 to the financial statements, respectively.

RESULTS e
The results of the Group for the year ended 30 June 2005 are set AL E —EETAEN] =T HIMEEZ
out in the consolidated income statement on page 23. BRI A Z G I R o
The directors do not recommend the payment of a dividend. A REEIRAT R o
PROPERTY, PLANT AND EQUIPMENT W~ R A
Details of movements in property, plant and equipment of the AR FE N BA L 2 W2 - RUE B 2 s
Group during the year are set out in note 10 to the financial B E I O RS R B R 10 -
statements.
SHARE OPTIONS S L
Details of the share option schemes of the Company are set out AR A ) M TR S ) 2 R O B i 3R B
in note 22 to the financial statements. FE2218 o
MAJOR CUSTOMERS AND SUPPLIERS FHEE P KA RER
For the year ended 30 June 2005: WME _EFEAFEANHZTHIEFE -
1) The Group’s five largest customers accounted for less than (i) AL Z TR FARA S B 2 A8 23
30% of the Group’s total turnover. DIR30% e
(ii)  The Group’s largest supplier and five largest suppliers (1) A 2 B R A e B Kt R v 43 A
accounted for 14% and 41%, respectively, of the Group’s o A B2 ) 2 ARPR AR O (468 i ' A 1
total purchases (not including purchases of items which BMZREIEE) 214%&41% °

are of capital nature).

According to the understanding of the directors, none of the MBFEHTH > £FHF - HHFEZHBEAL (A
directors, their associates (within the meaning of the Rules Governing Tt 22 Jor Bl ZE AR 25 b T LRI (A ZE AR b i B R )
the Listing of Securities on the GEM of the Stock Exchange (the Z B F8) ST R (Fe MR AR A R AR 5% L b
“GEM Listing Rules”)) or any shareholders who owned more than ) M A 5 [ 2 0 HE M8 0 b A AR AT M 45 o
5% of the Company’s share capital had any interest in the Group’s

five largest suppliers.
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DIRECTORS' REPORT

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The directors of the Company during the year and up to the

date of this report were:

Executive directors:
Dr. Chan Chok Ki
Dr. Ma Chi Kit

Mr. Ho Ka Ho

Non-executive director:

Dr. Chan Cheung Fat

Independent non-executive directors:
Professor Siu Wan Chi
Mr. Yeung Kwok Ki, JP
(appointed on 15 September 2004)
Professor Ching Pak Chung
(appointed on 26 October 2004)
Dr. Liao York

(resigned on 26 October 2004)

In accordance with Article 87 of the Company’s Articles of
Association, Mr. Ho Ka Ho and Dr. Chan Cheung Fat retire from
office by rotation at the forthcoming annual general meeting and,

being eligible, offers themselves for re-election.

The term of office of each non-executive director is the period
up to his retirement or rotation in accordance with the Company’s

Articles of Association.

Each of the executive directors has entered into a service contract
with the Company for an initial term of one year commencing 1
April 2001, which will continue thereafter unless and until

terminated by either party by giving six months’ prior written notice.

Dr. Chan Cheung Fat has entered into a two-year consultancy
agreement with the Company commencing 1 April 2001 under which
he has agreed to act as a research and development consultant to
the Group on a part-time basis. The service period of such agreement
has been extended and will continue unless and until terminated by

either party by giving three months’ prior notice.
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DIRECTORS' REPORT

Save as disclosed above, no director proposed for re-election at
the forthcoming annual general meeting has a service contract which
is not determinable by the Group within one year without payment

of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN SHARES AND SHARE OPTIONS

At 30 June 2005, the interests of the directors 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 (“SFO”)) 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:
Long position in shares:

(a) Ordinary shares of HK$0.01 each of the Company

EEgWE

B SCHT B ER 2 Ah - A RV SR AT 2 RO AR K
G EwPR A B 2 W P M B R N R RT AL AT A
AR PR BE A — 4 A G A B A ik 2 B (B BR A1) i
TLAR L 2 RB 54 -

O B B B B B 2
A BTN =T H o R IR R B ik
o (T3 75 BV B il ) 5535205 > s BRI 26 1
7RI 2R 5 4o 28 38 T AR 2 W K SE BIr Z BLE
o T A 2 W N A AN A R SR Al A
SURE Z5 B B AR 5 R 2 E 2R 2 B B
WERCRE P A e T

et b g -

(a) A2 W] AR 1H 0.0 19 0T X ¥ 8 ik

Number of Percentage of

issued the issued
ordinary share capital
Name of director Capacity shares held of the Company
A CB®T AN B ®’AT
HFLEH £ WE R H JBe A H A b
Dr. Chan Chok Ki Held by controlled corporation (note 1) 104,000,000 57.8%
R A 2 1 L Hi 52 P i BB A (B aED)
Dr. Chan Cheung Fat Held by controlled corporation (note 1) 104,000,000 57.8%
PR A 28 1 £ Hi A2 P i A (K RED)
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DIRECTORS' REPORT

DIRECTORS’ INTERESTS IN SHARES AND SHARE OPTIONS

— continued

(b)

Name of director

i 3

Dr. Chan Chok Ki

Share options

Capacity
g0y

Beneficial owner (note 2)

R A L 1l Ham A AN (B at2)
Dr. Ma Chi Kit Beneficial owner (note 2)
SR Hwm A A (K t2)
Mr. Ho Ka Ho Beneficial owner (note 2)
il 5 e A Ha A N (K it2)
Notes:

(€]

These shares, representing approximately 57.8% of the
issued share capital of the Company as at 30 June 2005,
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 7.1%,
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 in note 22 to the financial
statements.
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Number of Number of

share underlying
options held shares
¢ A0 B R M H HH B Jke A % H
2,700,000 2,700,000
2,160,000 2,160,000
2,044,000 2,044,000
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DIRECTORS' REPORT

DIRECTORS’ INTERESTS IN SHARES AND SHARE OPTIONS
— continued

The Directors consider that it is not appropriate to disclose the
value of options granted during the year ended 30 June 2005, since
any valuation of the options would be subjective and uncertain.
The Directors believe that the evaluation of options based on
speculative assumptions would not be meaningful and would be

misleading to shareholders.

Save as disclosed above, and other than a nominee share in a
subsidiary held by a director in trust for the Group, at 30 June
2005, none of the directors 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.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the share option schemes as described in section
headed “Directors’ Interests in Shares and Share Options”, at no
time during the year 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 year.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Other than the related party transaction disclosed in note 28 to
the financial statements, no contracts of significance to which the
Company, its holding company or any of its subsidiaries was a
party and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at

any time during the year.

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed in the section headed
“Directors’ Interests in Shares and Share Options”, the register of
substantial shareholders maintained by the Company pursuant to
Section 336 of the SFO discloses no person as having a notifiable
interest or short position in the issued share capital of the Company

as at 30 June 2005.
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DIRECTORS' REPORT

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.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association, or the laws of the Cayman Islands,
which would oblige the Company to offer new shares on a pro-rata

basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES
During the year, 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 year ended 30 June
2005 with the corporate governance matters as set out in Rules 5.34

of the GEM Listing Rules.

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all directors, all directors
confirmed they have complied with the required standard of dealings
and the code of conduct regarding securities transactions by directors

adopted by the Company.

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company
considers all of the independent non-executive directors are

independent.
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DIRECTORS' REPORT

AUDIT COMMITTEE
The audit committee has three members comprising the three
independent non-executive directors, namely Professor Ching Pak

Chung, Professor Siu Wan Chi and Mr. Yeung Kwok Ki, JP.

The primary duties of the audit committee are to review the
Company’s annual report and financial statements, quarterly reports
and half-yearly report and to provide advice and comment thereon
to the board of directors. The audit committee will also be
responsible for reviewing and supervising the financial reporting

process and internal control procedures of the Group.

The Group’s financial statements for the year ended 30 June
2005 have been reviewed by the audit committee who was of the
opinion that such financial statements complied with applicable
accounting standards, the GEM Listing Rules, and that adequate

disclosures had been made.

The audit committee held four meetings during the year ended

30 June 2005.
AUDITORS
A resolution will be submitted to the annual general meeting of

the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as

auditors of the Company.

On behalf of the Board

Dr. Chan Chok Ki
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Hong Kong, 21 September 2005
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AUDITORS REPORT

Deloitte.
=2

TO THE SHAREHOLDERS OF TELEEYE HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 23 to 59
which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion, based
on our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Institute of Certified
Public Accountants. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates
and judgments made by the directors in the preparation of the
financial statements, and of whether the accounting policies are
appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance
as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis
for our opinion.

Opinion

In our opinion the financial statements give a true and fair view
of the state of affairs of the Company and the Group as at 30 June
2005 and of the loss and cash flows of the Group for the year then
ended and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 21 September 2005
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CONSOUDATED INCOME

'i_| A4
STATEMENT iR e W e
For the year ended 30 June 2005 BE_ZTAFAA=THLFE
2005 2004
SERBHE S EENE
Notes HK$’000 HK$’000
it 7t T#T T T
Turnover #2525 27,492 30,458
Cost of sales & A (12,596) (12,303)
Gross profit EA 14,896 18,155
Other operating income Al £ 7l A 5 494 351
Distribution costs I 8 B AR (7,714) (7,281)
Administrative expenses 7 H (6,962) (6,630)
Research and development expenditure  ff 5% J& %% J&& 3 ) (4,214) (5,502)
Loss from operations K8 % s 18 6 (3,500) (907)
Loss on partial disposal of a subsidiary i 8 Bff Ji§ 2 & 3 4 HE 42 2 5 18 - (€))
Loss before taxation %% B /1T s 18 (3,500) 911)
Taxation i TH 8 - 21
Loss before minority interests FI IR 20 BB R HE 2 1T s 1R (3,500) (890)
Minority interests D By PR RE £ 216 (56)
Loss attributable to shareholders Ji% R i s 5 (3,284) (946)
Basic loss per share B B HL AR s 48 9 (1.82 centsfil) (0.53 centfll)
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CONSOUDATED BALANCE SHEET

At 30 June 2005

2005 2004
SRFHE  SFENF
Notes HK$’000 HK$’000
it 7t T T T

Non-current assets I i B &
Property, plant and equipment L/ ESN & 10 1,080 1,236
Capitalised development costs R A B AL 11 1,661 2,018
Interest in an associate T B A s w2 g 13 - -
Investments in securities EEERE 14 4,379 3,674
7,120 6,928

Current assets Ui B &
Inventories & 15 6,341 7,139
Trade and other receivables R g B 3R R L At JRE i 3K 16 3,362 2,228
Taxation recoverable A] Wi (=] B T - 22
Amount due from an associate JRE ST W 4 N ) 2 IR 17 129 409
Bank balances and cash SRAT &5 B X Bl 4 16,339 18,967
26,171 28,765
Current liabilities i B £ £

Trade and other payables JRE AT Hie Sk S H At JE A5t 3k 18 3,779 3,483
Amounts due to minority shareholders JRE s /D S IR PR R IR 19 377 332
Amounts due to directors JE A} 3 = 3k TH 20 92 87
4,248 3,902
Net current assets Ui B AR E 21,923 24,863
Total assets less current liabilities HE E Bk B B 29,043 31,791
Minority interests D e AR A 296 87
29,339 31,878

Capital and reserves AR T fi
Share capital il @S 21 1,800 1,800
Reserves it 44 27,539 30,078
29,339 31,878

The financial statements on pages 23 to 59 were approved and

F3ESORZ M B MEKERGN _ETHFN

A=+ — e R B RETIED - 36 iy F 51 35 240 3R
HEREERE

authorised for issue by the Board of Directors on 21 September

2005 and are signed on its behalf by:

DR. CHAN CHOK KI Bfi / %& 1% - MR. HO KA HO ] &% 5% 2 4

Director # Director #
ANNUAL REPORT TeleEye Holdings Limited
2 00 5 # Eird F B B # KB B R 2 7




BALANCE SHEET

At 30 June 2005

\‘! ,ﬂ]]%
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2005 2004
SRBHE  EENE
Notes HK$’000 HK$’000
i it SRE Tl
Non-current asset IE i B & =
Investment in a subsidiary B A W 2 12 10 10
Current assets B
Other receivables At JRE Wiz 3K 68 66
Amounts due from subsidiaries R AT o S N ) 3 I 20 19,783 18,758
Bank balances BRAT 45 R 5,332 6,413
25,183 25,237
Current liabilities i ) B A
Other payables L Athy R £5F K 735 806
Amounts due to directors JRE AT 55 3K TH 20 92 87
827 893
Net current assets T B A E 24,356 24344
24,366 24,354
Capital and reserves A % it
Share capital @S 21 1,800 1,800
Reserves Tt #E 23 22,566 22,554
24,366 24,354
DR. CHAN CHOK KI Fjiff % 1 + MR. HO KA HO fil 5 B¢ s 4
Director # H Director # ¢
ANNUAL REPORT TeleEye Holdings Limited
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CONSOUDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 30 June 2005

Investment
Share Share Translation revaluation Special
capital premium reserve reserve reserve Deficit Total
"HE
BeA e MEAGEM EANGEE ARG s Al A5t
HK$’000 HK$°000 HK$’000 HK$°000 HK$°000 HK$’000 HK$’000
T 70 T TC T ¥ T T TC T 7T P T TC
At 1 July 2003 o EER AR
tH—H 1,800 21,605 (88) (901) 14,990 (5,233) 32,173
Exchange differences [ 4 5 ¥ 4 3£ 75
on translation of 2 % H e A
overseas operations 2 W b, 72 B = — 7 — — — 7
Revaluation of HEHFRE
investments in
securities - - - 644 - - 644
Net gains not ff R AR W i R A
recognised in the 7R 2 i 4
income statement FH = = 7 644 - - 651
Loss attributable to i B A s 1
shareholders - - - - - (946) (946)
At 30 June 2004 e g It
NA=Z1+H 1,800 21,605 (81) (257) 14,990 (6,179) 31,878
Exchange differences K # 55 51 2E 75
on translation of 2 R H T EE A
overseas operations Z W 5,2 B = = 63 = = = 63
Revaluation of HEFRE
investments in
securities - - - 682 - - 682
Net gains not R TE W 4 R
recognised in the e 3R 2 i 4
income statement FHE - - 63 682 - - 745
Loss attributable to e 3R A1 s 18
shareholders - - - - - (3,284) (3,284)
At 30 June 2005 BT
NH=1+H 1,800 21,605 (18) 425 14,990 (9,463) 29,339
Attributed to NS - /N
an associate: Z g
At 30 June 2005 i E T A
and 2004 B Z R4
AH=+H - - (99) - - (961) (1,060)
The special reserve of the Group represents the difference between the A AR [ 2 R A Y AR R R — AR I H

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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CONSOUDATED CASH FLOW

STATEMENT ,\f\ /E.\f M E

For the year ended 30 June 2005

2005 2004
SRBEE  _ERNAE
HK$’000 HK$’000
T#T THTT
OPERATING ACTIVITIES R RH
Loss from operations R4 ZRiE] (3,500) (907)
Adjustments for: R B IE B AE R
Interest income FE U A (342) (196)
Dividend income from investments in securities R I E 2 BB A (126) (139)
Depreciation of property, plant and equipment W~ B K 2 s 581 597
Amortisation of capitalised development costs BT A G A AL 2 5 1,219 1,606
Impairment loss on capitalised development costs B A AL B R LA 2 WAH I 1R 235 -
Allowance for bad and doubtful debts S B MR 48 A 172 66
Allowance for loan to an associate 4T W s A SR 2 - 91
(Recovery of) allowance for inventories 8 (W lE) B (47) 188
Loss on disposal of property, plant and equipment HEWE - ME Kk 2 R 3 57
Exchange differences on translation EE 5, 22 B 70 6
Operating cash flows before movements REEEEBHZ
in working capital KEH 20 = (1,735) 1,369
Decrease (increase) in inventories e WA (B 845 (2,723)
(Increase) decrease in trade and other receivables JRRE A B T R R At R s K (38 ) ek b (1,306) 39
Decrease (increase) in amount due from an associate JRE Wi B 4 A A 2 ERE kD (38 0m) 280 (86)
Increase in trade and other payables B ASF R K e Al B A5 14 296 982
Increase (decrease) in amounts due to directors JRE A5} #E g5 2 2 CTE B (D) 5 (260)
Cash used in operations JRE i S 48 48 220 2 Bl 4 (1,615) (679)
Interest received 2k A B 342 196
Overseas tax refunded (paid) B (T AY) W S B I 22 (34)
NET CASH USED IN OPERATING ACTIVITIES JRE T TA 5878 S s 2 Bl 4 i A (1,251) (517)
INVESTING ACTIVITIES B EH
Increase in capitalised development costs B JE AR AL 34 (1,097) (589)
Purchase of property, plant and equipment WEA W ZE - W Bk i (428) (996)
Dividend income received B i g B i A 103 139
Proceeds received upon maturity of held-to-maturity 54 2 2| ] 2 {5 75 #& 75 21|
debt securities FT B 2 2K TH - 1,558
Proceeds on partial disposal of a subsidiary H 5 B JBE 2 R R 0 HE AR T AR 2 AROE - 24
NET CASH (USED IN) FROM INVESTING OFE ) 98 B B8 36705 2 Bl
ACTIVITIES FH (1,422) 136
FINANCING ACTIVITY i R
Advance from a minority shareholder DB R 2 ok 45 -
NET DECREASE IN CASH AND CASH Bl T Bl & S W WA T
EQUIVALENTS (2,628) (381)
CASH AND CASH EQUIVALENTS AT BEGINNING T 4R 40 Y B 4 % B & S
OF THE YEAR 18,967 19,348
CASH AND CASH EQUIVALENTS AR B4 R BL A S EY
AT END OF THE YEAR,
represented by bank balances and cash (BPERAT 45 LB &) 16,339 18,967
ANNUAL REPORT TeleEye Holdings Limited
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 R 5% BT 5

HE-TTAFAA=THILFE

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 (“BVI”).

The Company is an investment holding company. The principal
activities of its subsidiaries and an associate are set out in

notes 12 and 13, respectively.

POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) issued a number of new or revised
Hong Kong Accounting Standards and Hong Kong Financial
Reporting Standards (hereinafter collectively referred to as “new
HKFRSs”) which are effective for accounting periods beginning
on or after 1 January 2005 except for HKFRS 3 which is effective
for business combinations for which the agreement date is on
or after 1 January 2005. The Group has not early adopted the
other new HKFRSs in the financial statements for the year

ended 30 June 2005.

The Group has considered these new HKFRSs but does not
expect the issuance of these new HKFRSs would have a material
effect on how the results of operations and financial position

of the Group are prepared and presented.

—
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

SIGNIFICANT ACCOUNTING POLICIES
The financial statements have been prepared under the historical
cost convention as modified for revaluation of investments in

securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The

principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 30

June each year.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of

disposal, as appropriate.

Revenue recognition
Sales of goods are recognised when goods are delivered and

title has passed.

Interest income is accrued on a time basis, by reference to the

principal outstanding and at the interest rate applicable.

Dividend income from investments is recognised when the

Group’s rights to receive payment have been established.

Property, plant and equipment
Property, plant and equipment are stated at cost less

depreciation and any accumulated impairment losses, if any.

Depreciation is provided to write off the cost of property, plant
and equipment, over their estimated useful lives and after taking
into account their estimated residual value, if any, using the

straight-line method, at the following rates per annum:

3.
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Leasehold improvements 33'5% HEY kK E 33'/3%
Furniture and fixtures 20% 1M B e 20%

Office equipment 20% — 33'/5% I 2w A 20% — 33'/%
Motor vehicle 3315% R 33'5%

The gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised in the

income statement.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 R 5% BT 5

HE-TTAFAA=THILFE

SIGNIFICANT ACCOUNTING POLICIES - continued
Research and development costs
Expenditure on research activities is recognised as an expense

in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined project
will be recovered through future commercial activity. The
resultant asset is amortised on a straight-line basis over its

useful life.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as an

expense in the period in which it is incurred.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An

impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, such that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is

recognised as income immediately.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s

balance sheet at cost, less any identified impairment losses.

Interest in an associate

The consolidated income statement includes the Group’s share
of the post-acquisition results of its associate for the year. In
the consolidated balance sheet, interest in associate is stated at
the Group’s share of the net assets of the associate less any

identified impairment losses.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

SIGNIFICANT ACCOUNTING POLICIES - continued
Investments in securities
Investments in securities are recognised on a trade-date basis

and are initially measured at cost.

At subsequent reporting date, debt securities that the Group
has the expressed intention and ability to hold to maturity
(held-to-maturity debt securities) are measured at amortised
cost, less any impairment loss recognised to reflect irrecoverable
amounts. The annual amortisation of any discount or premium
on the acquisition of a held-to-maturity security is aggregated
with other investment income receivable over the term of the
instrument so that the revenue recognised in each period

represents a constant yield on the investment.

All securities other than held-to-maturity debt securities are

measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains
and losses are included in net profit or loss for the period. For
other securities, unrealised gains and losses are dealt with in
equity, until the security is disposed of or is determined to be
impaired, at which time the cumulative gain or loss previously
recognised in equity is included in the net profit or loss for the

year.

Inventories
Inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the first in, first out method.

Foreign currencies

Transactions in foreign currencies are initially recorded at the
rates of exchange prevailing on the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are re-translated at the rates prevailing on the balance
sheet date. Profits and losses arising on exchange are included

in net profit or loss for the year.

On consolidation, the assets and liabilities of the Group’s foreign
operations are translated at exchange rates prevailing on the
balance sheet date. Income and expense items are translated at
the average exchange rates for the year. Exchange differences
arising, if any, are classified as equity and transferred to the
Group’s translation reserve. Such translation differences are
recognised as income or as expenses in the period in which the

operation is disposed of.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 R 5% BT 5

HE-TTAFAA=THILFE

SIGNIFICANT ACCOUNTING POLICIES - continued
Taxation
Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years and it

further excludes items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill (or negative goodwill) or from
the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither

the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associate,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow

all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited to the income
statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt

with in equity.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

SIGNIFICANT ACCOUNTING POLICIES - continued 3. EZEHHEOR - 8

Operating leases KA

Rentals paid and payable under operating leases are charged to E AT R EAT 2 R AL X R U E A Z
the income statement on a straight-line basis over such term of FEVE A BT A Z AR IS AU AR R A o

the relevant lease.

Retirement benefits costs AB A A ) e AR

Payments to the Group’s defined contribution retirement A B2 3 B ) 2 e A OB IR - B R A
schemes, state-managed benefit schemes and other retirement T AR 1] B B L Ath 2B AR A ST 3 2 At AR AE
benefit schemes are charged as expense as they fall due. —JHSTH o

SEGMENT INFORMATION 4. SBEB

Turnover £

Turnover represents the amounts received and receivable for
goods sold, less returns and allowances, to outside customers

during the year.

In accordance with the Group’s internal financial reporting,
the Group has determined that geographical segment by location

of customers is its primary reporting format.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

4. SEGMENT INFORMATION - continued
Geographical segment
The Group reports its primary segment information by
geographical location of its customers who are principally
located in Hong Kong, Singapore, other Asian countries, Middle
East and Europe. Segment information about these geographical

markets is presented below:

B 75 R 5% BT 5

BE-ZRRENASTRILER

or FE R — M

Hi I 43 5

AEEMURES &R EZAREE - B
o~ HAWEEY R - v R BRI T AE b [
R EEER R o LT 5 % B At 3 [ )
Iy LT 2 O AR

2005
SRR
Other Asian Middle
Hong Kong  Singapore countries East Europe Others  Eliminations Consolidated
Al
B M EWEE il B Hfly H A e
HK$°000 HK$'000 HK$'000 HK$°000 HK$'000 HK$’000 HK$°000 HK$°000
T T T T T T T T
TURNOVER e
External sales KHIN 2 HiE 6,878 2,874 4,214 2,028 8,408 3,090 - 27,492
Inter-segment sales Mz #HE - 874 299 = 4,267 - (5,440) =
Total turnover HEEH 6,878 3,748 4,513 2,028 12,675 3,090 (5,440) 27,492
SEGMENT RESULT VEES 2,026 67 541 785 594 726 (266) 5373
Unallocated corporate S i b/
income A 494
Unallocated corporate 3 (i
expenses k-4
- Administrative and — B R A
other expenses %A (5,153)
- Research and — B R
development 3
expenditure (4,214)
Loss before minority Mk B R
interests EhiER (3,500)
Minority interests b B R 216
Loss attributable to T SRAE 16 s
shareholders (3,284)

Inter-segment sales are charged at cost plus a percentage mark-

up.
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NOTES TO THE FINANCIAL
STATEMENTS B 1% i 2= M 5E

For the year ended 30 June 2005 BE_ZTAFAA=THLFE
4. SEGMENT INFORMATION - continued 4. EER - M
Geographical segments — continued o I 43 B —
2005 — continued “EENAF - H
The following is an analysis of the carrying amount of segment DATR /5 4% 20 5 i 78 b [ 1) 73 2 o0 5 6 7 K gy
assets and segment liabilities, analysed by the geographical BEMEZ AR AE 2 5347

location of its customers:

Other Asian Middle

Hong Kong  Singapore countries East Europe Others Consolidated
i

i wimg EHER R Bk A H b Ba

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

T T#T T T T T T

ASSETS RiE
Segment assets MR 583 639 763 18 988 39 3,030
Unallocated corporate assets B4 08 7 B E 30,261
Consolidated total assets BAEE 33,291

LIABILITIES fiff
Segment liabilities A 545 512 121 73 506 389 2,346
Unallocated corporate liabilities AEDHAA A & 1,902
Consolidated total liabilities HAMmALR 4,248

Other Asian Middle
Hong Kong  Singapore countries East Europe Others  Corporate Consolidated
A

i g EWEE i 8] i A7 i

HK$'000  HK$000  HK$000 HK$'000  HK$000  HK$000  HK$000  HK$000
Tk ik i T Tk Tk Tk T

OTHER INFORMATION B R

Capital additions BARE - 3 3 = 19 = 403 428
Depreciation - = 9 83 = 30 = 459 581
Development costs BRAAEARL

capitalised - - - - - - 1,097 1,097
Amortisation of capitalised % & MA &AL

development costs Vg 3 - - = - - - 1,219 1,219
Impairment loss on BRMAEAL

capitalised development ZWHER

costs — — — — = — 235 235
Allowance for bad and RIRB

doubtful debts 11 - - - - - - 172
Loss on disposal of property, &% K&

plant and equipment y&ivd 1 3 - - - - - - 3
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

4. SEGMENT INFORMATION - continued

Geographical segments — continued

4.

81 %5

&

% BT AT

FARAZTHLEFE

— ==

Ho 5% 2 9 — A

2004
TERR 4
Other Asian Middle
Hong Kong  Singapore countries East Europe Others  Eliminations Consolidated
Hofly
i oy EMEE R B HoAl Ha Ba
HK$°000 HKS$°000 HK$°000 HK$°000 HKS$°000 HKS$°000 HK$°000 HK$000
T T Tx T T T T T
TURNOVER BEH
External sales K ESMNE 2 8 8,182 3,765 4,280 1,848 8,524 3,859 - 30,458
Inter-segment sales NEH e - 1,245 159 - 859 - (2,263) =
Total turnover AEER 8,182 5,010 4439 1,848 9,383 3,859 (2,263) 30,458
SEGMENT RESULT Vg 4 3,909 594 803 864 2113 1,526 (229) 9,580
Unallocated corporate AR
income AR 351
Unallocated corporate 3 i
expenses UNGIE-Ji
- Administrative and —fTH R HE A
other expenses A (5,336)
- Research and S ENE
development X
expenditure (5,502)
Loss from operations EE - i (907)
Loss on partial disposal i O 8
of a subsidiary &z ER 4
Loss before taxation i B i e 4R (911)
Taxation B 21
Loss before minority M7 R R 42
interests il 48 (890)
Minority interests b UR 4 (56)
Loss attributable to B R A1 s 4R
shareholders (946)

Inter-segment sales are charged at cost plus a percentage mark-

up.
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NOTES TO THE FINANCIAL
STATEMENTS B 1% i 2= M 5E

For the year ended 30 June 2005 BE_ZTAFAA=THLFE
4. SEGMENT INFORMATION - continued 4. EER - M
Geographical segments — continued o I 43 B —
2004 — continued B —
The following is an analysis of the carrying amount of segment DATR /5 4% 20 5 i 78 b [ 1) 73 2 o0 5 6 7 K gy
assets and segment liabilities, analysed by the geographical BEMEZ AR AE 2 5347

location of its customers:

Other Asian Middle
Hong Kong  Singapore countries East Europe Others Consolidated
i
i wimg EHER R Bk A H b Ba
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T#T T#T T T T T T

ASSETS RiE
Segment assets MR 384 337 1,081 19 1,030 32 3,783
Unallocated corporate assets B4 08 7 B E 31,910
Consolidated total assets BAEE 35,693

LIABILITIES fiff
Segment liabilities A 988 323 65 49 280 147 1852
Unallocated corporate liabilities AEDHAA A & 2,050
Consolidated total liabilities HAMmALR 3,902

Other Asian Middle
Hong Kong  Singapore countries East Europe Others  Corporate Consolidated
A

i g EWEE i 8] i A7 i

HK$'000  HK$000  HK$000 HK$'000  HK$000  HK$000  HK$000  HK$000
Tk ik i T Tk Tk Tk T

OTHER INFORMATION B R

Capital additions BARE = = 86 = 26 = 884 996
Depreciation - = 19 73 = 31 = 474 597
Development costs capitalised % & B A& &4 it = = = = = - 589 589
Amortisation of capitalised %% A &4t

development costs 2 B - - - - - - 1,606 1,606
Allowance for bad and R IR

doubtful debts 66 - - - - - - 66
Allowance for loan to ATHEAH

an associate L vA L] — — 91 — = = = 91
Allowance for inventories B B Al - = = - - - 188 188
Loss on disposal of property, H &% - fif5

plant and equipment and YEL VT

partial disposal of a T 2~ 0

subsidiary sz ER = = 3 - 8 - 50 61
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

4. SEGMENT INFORMATION - continued
Geographical segments — continued
The following is an analysis of the carrying amount of segment
assets, and additions to property, plant and equipment and
capitalised development costs analysed by the geographical area

in which the assets are located.

B 75 R 5% BT 5

BE-ZRRENASTRILER

or FE R — M
Ho 5% 2 9 — A

DLTR % 5 T A Hh I ) ) 22 00 U E B
2 W B R 0 B B A A 2
MR 1T {2 73 A o

Additions to
property, plant
and equipment

and capitalised

Carrying amounts

development costs

of segment assets ER Y&
7 BUE A IR i S JRE A B AL Z R B
2005 2004 2005 2004
. 25 —EFNE SRR e Jukcs
HK$’000 HK$’000 HK$°000 HK$’000
T#0 T T Tt
Hong Kong H 29,707 32,741 1,500 1,473
Singapore % 1,100 1,017 - -
Other Asian countries  H{th & i I % 969 984 6 86
Europe B 1,515 951 19 26
33,291 35,693 1,525 1,585
Business segments E¥Tig il

The Group is solely engaged in research and development and
sales and marketing of audio and video monitoring systems.
Accordingly, all of the Group’s turnover, contribution to loss
from operations and assets were attributable to this business

segment.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

OTHER OPERATING INCOME

B 75 i % P oE

BE_ZTAFAA=THLFE

5. HAbREUWA

2005 2004
“RELE ZRE M 4
HK$°000 HK$°000
T#T T T
Other operating income is analysed as follows: HAh & &R AZ o F
Interest income from WHELFEE ZFEBA
— bank deposits — AT K 338 172
— investments in securities, net of amortisation —WHEZEE > W
of premium on acquisition R R PUAE R
of HK$1,000 for 2004 #35 401,000i 7T - 21
— loan to an associate — AT e A E Z B 4 3
Dividends from investments in securities REHFBEZ A 126 139
Others HAth 26 16
494 351
LOSS FROM OPERATIONS 6. MEER
2005 2004
ZRRLE SRR A
HK$°000 HK$’000
T¥# T T
Loss from operations has been arrived £ 1R
at after charging (crediting): 2k (GEA) -
Staff costs including directors’ emoluments B TR (f 55 % 5 %) 11,821 12,364
Retirement benefits scheme contributions AR AR ) T L 3 584 555
Total staff costs B T A S5 12,405 12,919
Less: Amount capitalised as development costs W B AL B AR B R A
ZH IR (1,097) (589)
11,308 12,330
Allowance for bad and doubtful debts i S AR 1 A 172 66
Allowance for loan to an associate AT B A R R AR Z B - 91
Amortisation of capitalised development %ﬁﬁi A E AL 2 8
costs included in research and (2230 A 5% I 85 J 2 )
development expenditure 1,219 1,606
Auditors’ remuneration 2% S P <5 286 249
Depreciation of property, plant and equipment Y~ RE KR e 581 597
Impairment loss on capitalised development costs ¥ & i 4% & 4 b 2 16 {H &5 18 235 -
Loss on disposal of property, plant and equipment H &3 ~ W5 K& s i 2 B H 3 57
(Recovery of) allowance for inventories 7 & (m] k) # 4 47 188
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NOTES TO THE FINANCIAL
STATEMENTS E?f ﬁ%

For the year ended 30 June 2005 =

% BT AT

FARAZTHLEFE

— ==

7. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 7. EHREKEEME
2005 2004
ZRERNA e e JuigsS
HK$’000 HK$’000
T T T T
Directors’ fees: A
Executive PLATE S - -
Non-executive AT HE & - -
Independent non-executive M 57 FE AT HE 154 160
154 160
Other emoluments for executive and AT K IE AT HE B
non-executive directors: Ho At P 4 -
Salaries and other benefits 3 4 e HoAth 45 A 3,360 3,527
Retirement benefits scheme contributions AR PR AR B F ) A K 35 36
3,395 3,563
3,549 3,723
The four (2004: four) executive and non-executive directors AN FE) VU 44 (U FEFEPUAE - PU %) AT K IEH
Dr. Chan Chok Ki, Dr. Ma Chi Kit, Mr. Ho Ka Ho and Dr. T H PR R L - A MRS
Chan Cheung Fat received no fees (2004: Nil) but emoluments RS LR E T HFE SN =+
of approximately HK$ 1,848,000, HK$732,000, HK$628,000 and H Ik 4 B A SIE 0 0 R <p (= 2 2 O 4F
HK$187,000, respectively, (2004: HK$2,016,000, HK$732,000, ) > H A B Z B 4 43 Rl 49 4% 1,848,000
HK$628,000 and HK$187,000) for the year ended 30 June 2005. 5 JT ~ 732,000% U6~ 628,000%5 76 & 187,000
Other than a director fee of approximately HK$65,000, W oo (ZEFEERAE : 2,016,000 7T ~ 732,000
HK$48,000 and HK$41,000 received by Professor Siu Wan Chi, W5 TC ~ 628,000 7T M 187,000 78) © BR A #k
Mr. Yeung Kwok Ki and Professor Ching Pak Chung, BOERAAENA = H L E#RE AR
respectively, (2004: HK$80,000 and HK$80,000 received by 2~ A5 B By 5E A B AR AN T 2R 40 T Wi B R
Professor Siu Wan Chi and Dr. Liao York, respectively) for the 4 #765,000% 7T ~ 48,0005 7G S 41,0009 75
year ended 30 June 2005, the three (2004: two) independent (ZRRDUAE 5 AR 2R B B4 ve 81 43 7l
non-executive directors is not entitled to any other emoluments I B ¢ 80,000% JC & 80,000%: Jo) 4b » =44
from the Group. (TRERNAE - WL) WL FRATES S B

A HEHE AR 4 ) 22 AT AT L At P o
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NOTES TO THE FINANCIAL

STATEMENTS B 755 o 2% P

For the year ended 30 June 2005 HE-TZ

7. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 7.
— continued
The five highest paid individuals included three (2004: three)
directors of the Company, details of whose emoluments are set
out above. The emoluments of the remaining two (2004: two)
individuals, which fall within the band of nil to HK$1,000,000
for each of the two years ended 30 June 2005 and 2004, are as

R H e — A

TE AL BRI AN BREAATFZ =
L (R4 - =) B > 78 L SClA
A BRI B RE N o HERmAL (T4 - W
fr) N LR #E R E AR —FETEN A
e = N - =S E W L e o e e o)

follows: 1,000,000%5 76 » wERE 41T ¢
2005 2004
SRBHE EENE
HK$’000 HK$’000
T T oo
Salaries and other benefits T 4 S HAth 48 A1 1,171 1,095
Retirement benefits scheme contributions AR A8 A F ) 4 K 132 90
1,303 1,185

During each of the two years ended 30 June 2005 and 2004, no
emoluments were paid by the Group to the five highest paid
individuals, including directors, as an inducement to join or
upon joining the Group or as compensation for loss of office.
In addition, no director waived any emoluments during the
years ended 30 June 2005 and 2004.

WE D ER AR RPN AENHA =+ H 1k
T A 4 B 2 25 A AR BE A - A 452 (3] 7 e i) A7
P <8 d5 s O N b (B35 3 ) SOAAE ] sk IH AR
Z5 W 5| A N i A AR 4 B 2 S iy BCLE A
A 4R T 22 B 5 R S Ji A A R o A o AR
BORFERAF R CEFERNAENHA =+ H R4
J3E Ay 37 90 AT ] B S S AT T P B o

8. TAXATION 8. MBIH
2005 2004
ZRENA e a2 JUIEES
HK$’000 HK$’000
T T T# T
Overprovision of taxation outside Hong Kong Fr ik DA Sh 2 B TE i
in prior year T 4F 2 8 2 43 A - 2D

No provision for Hong Kong Profits Tax has been made in the
financial statements as the Group incurred tax losses for both

years.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 R 5% BT 5

RE-STRFAASTHLEE

TAXATION - continued 8. ﬁﬂﬁ—%
The taxation for the year can be reconciled to the loss before A G G I AR 3R T AR 4 R 2 I B R B I A 15
taxation in the consolidated income statement as follows: Z%JLEEQH T
2005 2004
SRBHE  EENE
HK$°000 HK$°000
T T T
Loss before taxation o 5. i M 15 (3,500) (911)
Tax at the domestic income tax rate of 17.5% i i B 15 BB 22 17.5%
GG R (612) (159)
Tax effect of expenses that are not deductible AN ] FNF B 5
for tax purposes 2 5 R 29 82
Tax effect of income that is not taxable B ZE B
for tax purposes Z B 5 e (79) (59)
Overprovision in respect of prior year AT R R R - QD
Utilisation of tax loss not previously B A8 1 1 A fife 52
recognised Z i IA s 15 - (€20)
Tax effect of deferred tax assets not I e R A% 4E B IH B
recognised Z B 5 614 167
Others HAth 48 -
Taxation credit for the year A JE 2 B IE K A - QD

Details of the deferred taxation are set out in note 24.

9. LOSS PER SHARE
The calculation of basic loss per share is based on a loss of
approximately HK$3,284,000 (2004: HK$946,000), being loss
and 180,000,000 (2004:
180,000,000) ordinary shares in issue during the year.

attributable to shareholders,

Diluted loss per share for the years ended 30 June 2005 and
2004 does not assume the exercise of share options as the

effect result in a decrease in loss per share for both years.

ANNUAL REPORT
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B AR LA s 48 T AR B s 1R (R B E A s 42)
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F AR BE N 8847 3 78 180,000,000/ (%
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10. PROPERTY, PLANT AND EQUIPMENT

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 i % P oE

RAFERNA=ZTRLEFE

HE-TZ

10. W3 - Wi Bk i

Furniture
Leasehold and Office Motor
improvements fixtures equipment vehicle Total
L& ) 2 AR B A
B33 KHE i HH A
HK$’000 HK$’000 HK$000 HK$’000 HK$°000
T T TH# T T s T T T T 7T
THE GROUP 7 4
COST R AR
At 1 July 2004 e 22 I K
tH—H 467 428 2,501 - 3,396
Exchange adjustments [iFE 5, 3 BE = = (€) = (3
Additions B - 3 182 243 428
Disposals & - - (61) = (61)
At 30 June 2005 A R E AR
NHA=+H 467 431 2,619 243 3,760
DEPRECIATION Irgg
At 1 July 2004 e 22 I K
tH—H 145 276 1,739 - 2,160
Exchange adjustments [iFE 5, 3 BE = = 3 = (3
Provided for the year A AR R 157 63 341 20 581
Disposals & - - (58) = (58)
At 30 June 2005 A R E AR
NHAH=1H 302 339 2,019 20 2,680
NET BOOK VALUES M THI B
At 30 June 2005 i 2 S
SNH=T1TH 165 92 600 223 1,080
At 30 June 2004 A Y A
ANH=1+H 322 152 762 - 1,236
ANNUAL REPORT TeleEye Holdings Limited
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NOTES TO THE FINANCIAL
STATEMENTS E?f ﬁ%

For the year ended 30 June 2005 =

% BT AT

FARAZTHLEFE

— ==

11. CAPITALISED DEVELOPMENT COSTS 11, B JR A E A AL
HK$°000
TH T
THE GROUP A 4 1
COST B A
At 1 July 2004 W EZNAFELH—H 6,118
Additions NN 1,097
At 30 June 2005 AEEHFENH=TH 7,215
AMORTISATION AND IMPAIRMENT i 4 S WA
At 1 July 2004 R EENELH] —H 4,100
Provided for the year 74 8 R R 1,219
Impairment loss recognised during the year T A B A fife R U (E s 1R 235
At 30 June 2005 AR EHFENH=TH 5,554
CARRYING AMOUNT W i 3 1
At 30 June 2005 W EEHFESNH=ZTH 1,661
At 30 June 2004 ATERNAENSH =Z1TH 2,018
Development costs recognised as an asset are amortised using O MERR 2% G B8 LA > 7E L BE R i
the straight-line method over three years from the P SE R B B A 4% > DL ELARTEHESY o BRI S
commencement of the commercial phase of the products =5 o
developed.
The directors reviewed the carrying value of the capitalised HROC 2O MEE M I 8RB &0
development cost at the balance sheet dates with reference to oo RA A B G AL 8 R A 2 MR T
the discounted future cash flows from the product developed fH > 368 227 T 2 88 R A i Z BT HAER
and determined certain development costs had impaired at 30 A=THCEHE - it > 8E T HEN
June 2005. Accordingly, the carrying value of the capitalised H =+ B4R R Y & A Al 88 R i AS 22 JIR 1 (B
development cost for the year ended 30 June 2005 was reduced & B 49235,000% TG ©
by approximately HK$235,000.
ANNUAL REPORT TeleEye Holdings Limited

2 005 % W F E R 2 R & R o4 8




NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

12. INVESTMENT IN A SUBSIDIARY 12. B AR Z#BE

THE COMPANY

PN
2005 2004
CREHE EENE
HK$’000 HK$’000
T# oo T
Unlisted investment, at cost I EHERE > AR 10 10

REEERAEARNA Z+HH - AR WE A

Details of the Company’s subsidiaries as at 30 June 2005 were

as follows:

ZFEEEWR

Proportion of

Place of Issued and fully nominal value of
incorporation/ paid up ordinary issued capital/
registration share capital/ registered capital
Name of subsidiary and operation  registered capital held by the Company Principal activities
AR A
B8 a3 f5H 2 B BT
ol M R L R T JRE A/ E A E AR 2
W Jag 2 W] 44 RgEmE  BAGEMEA T 5 4 bo EEEH
Directly Indirectly
Hi% fH] 4%
% %
Signal Communications BVI HK$15,000,000 100 - Investment holding
Holdings Limited PG LB 15,000,000 7 P& ¥
SiCOM China Limited BVI US$1 - 100 Investment holding
L Ja B I BB
SiCOM Europe Limited BVI US$1 - 100 Investment holding
S i B IEH BE M
SiCOM Far East Limited BVI US$1 - 100 Investment holding
L Ja B 1% 7T BB
SiCOM Japan Limited BVI US$1 - 100 Investment holding
S i IEH BE M
Signal Communications Hong Kong HK$1,000 = 100 Research and development
Limited s 1,000% 70 and sales and
Al B BL 5 A BR 2 ) marketing of audio
and video monitoring
systems
IR E R BT R
BT 8 R T 0 e IR
ANNUAL REPORT TeleEye Holdings Limited
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

12. INVESTMENT IN A SUBSIDIARY - continued

Place of Issued and fully

B 75 R 5% BT 5

BE-ZRRENASTRILER

12, 7 Mt A Rl 2 8 —
Proportion of

nominal value of

incorporation/ paid up ordinary issued capital/
registration share capital/ registered capital
Name of subsidiary and operation  registered capital held by the Company Principal activities
H A A 7
C#RIT R 2 O#T
il i B oL B 9 e e /A B A Z
W 4 ) 4 B BAEwE  BAGEMEA T fi5 5 3 bb EEEH
Directly Indirectly
Hi% fH] £
% %
TeleEye Europe Limited The United Kingdom GBP100 - 90 Sales and marketing of
5 [ 1004¢ #% audio and video
monitoring systems
REEERFK L HE
T 117 355 4 it
TeleEye (S) Pte Limited Republic of S$1,000 = 51 Sales and marketing of
Singapore 100057 /il 3 ¢ audio and video
RN monitoring systems
BEEERG L
o T i 355 4 1R
TeleEye Solutions Limited Hong Kong HKS$10 = 100 Inactive
TEHREERFARA A i 10# 78 LE RS
T B R B R () The People’s US$130,000 - 100 Production, sales and
A FR2 7] (Note) (BfiF) Republic of China 130,000 JG marketing of audio and
(the “PRC”) video monitoring systems
H A R SE A Y MR E R 2 WK
(M) T T 355 4 1R

Note: The company is registered in the form of a wholly foreign

owned enterprise.

None of the subsidiaries had any debt capital outstanding at

the end of the year or at any time during the year.
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NOTES TO THE FINANCIAL \
STATEMENTS BT 15 % % Pt 3

For the year ended 30 June 2005 BE_ZTAFAA=THLFE
13. INTEREST IN AN ASSOCIATE 13. AW E A Fl Z W as
THE GROUP
A4
2005 2004
SRBEE  _EENE
HK$’000 HK$°000
T#T T T
Share of net assets of an associate JRE A W 8 A W] 2 VT - =
Details of the Group’s associate as at 30 June 2005 were as MRZEETAENA=ZTH  REBZBERN
follows: AR R
Proportion of
Place of nominal value of
incorporation issued capital
Name of associate and operation held by the Group Principal activities
HH 7 42 1]
Al % 37 HAZC#T
T 28 O W] 4 7 T 5878 Hi B JBe AT A6 A b FIEEH
CAMERIO Japan, Incorporated Japan 49% Sales and marketing of
H 7 audio and video
monitoring systems
RBEEERB L
B9 45 Kl 5 4 T
14. INVESTMENTS IN SECURITIES 14. HHEE
THE GROUP
N
2005 2004
—RHEE  SEENFE
HK$’000 HK$’000
T# T T T
Other investments: H A7 & -
Listed equity securities in Hong Kong N A &N 4,379 3,674
Market value of listed equity securities bR AR SR T E 4,379 3,674
ANNUAL REPORT TeleEye Holdings Limited
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

15.

16.

B 75 R 5% BT 5

BE-ZRRENASTRILER

INVENTORIES 15. # 8§
THE GROUP
AR H
2005 2004
SRFHAE  SEENAF
HK$’000 HK$’000
T T 7T
Raw materials JERE 2,325 3,525
Finished goods R 4,016 3,614
6,341 7,139

Included in the above are raw materials of nil (2004:
HK$17,000) and finished goods of approximately HK$105,000
(2004: HK$241,000) which were carried at net realisable value.

DL bz JFOR R T (B EIO4AE ¢ 17,0004
J6) M B £)105,0008 o0 (T F P A e
241,000%5 y6) LA A] 5 B & i E S8R -

TRADE AND OTHER RECEIVABLES 16. JE WUHR K S G th 18 Wik
The Group allows an average credit period of 30 days to its AEFF G THEESEF =1+HZER
trade customers. e
Included in trade and other receivables are trade receivables of AR WAz i S L Ath BB WAk L 45 B U & BR R A
approximately HK$1,887,000 (2004: HK$1,375,000). The 1,887,000% 7o (= FE W 4F : 1,375,000
following is an aged analysis of trade receivables at the balance JC) o JAREIL H He 8 B IR B A A H 2
sheet date prepared on the basis of payment due date of sales HEGH I 2 SR R IR B A AT A R
invoice:
THE GROUP
PN
2005 2004
SRREE S RENE
HK$’000 HK$°000
T¥#T T T
Current Bl 3 £5F 3k 1,111 1,025
1 to 3 months overdue M1 &= 38 A 555 324
More than 3 months but less than 71 1A 8 9 3R H {H
12 months overdue TE1218 H PA A 221 26
1,887 1,375
ANNUAL REPORT TeleEye Holdings Limited
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

17. AMOUNT DUE FROM AN ASSOCIATE 17. WEWCIBh 8 A W) Z 3K0H
THE GROUP
AR H
2005 2004
SRBEE  EENE
HK$’000 HK$’000
THT T TT
Loan account B IR IH 92 92
Trade account B 5 MR IA 37 317
129 409

The loan account is unsecured, bears interest at 1% per annum
and is repayable on demand. The trade account is unsecured,
non-interest bearing and the Group allows an average credit

period of 45 days for sales made to the associate.

The trade account at the balance sheet date are aged within the

credit period granted by Group.

18. TRADE AND OTHER PAYABLES 18.

Included in trade and other payables are trade payables of
approximately HK$592,000 (2004: HK$918,000). The following
is an aged analysis of trade payables at the balance sheet date

prepared on the basis of payment due date of supplier’s invoice:

BE AR TE 7 SRR > AR S 2 19 S ZB H R T
e > T 5 Mk TH B 2% S 1G9 TR B A L
EN T R RN TE S A = /NI s SR R S L
Fy45H o

AT H 2 5 MR T AR 8 3 Y T A 4R [ P 4%
TZEEHA -

JRE AT B S e At IR AT 35k 6 435 MR A & 5 AR 3K A
592,000%5 Jt (ZF X PU4E : 918,00045 J6) °
T A S A R SR 2 B A B H 2
HEGHE 2 AT AR R B A AT 4 T -

THE GROUP
A< 4
2005 2004
SRRAE S BENF
HK$’000 HK$’000
F oo T
Current B3 A5 3 396 754
1 to 3 months overdue w1 &= 3| H 58 146
More than 3 months but less than 7 1A 8 3 3R H {H
12 months overdue TE1218 H A A 138 18
592 918
19. AMOUNTS DUE TO MINORITY SHAREHOLDERS 19. JE AT A 808 R 3k
THE GROUP 7% 4 8

The balances are unsecured, non-interest bearing and are

repayable on demand.
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2005

20. AMOUNTS DUE FROM SUBSIDIARIES/TO DIRECTORS 20.

THE GROUP AND THE COMPANY

B 75 R 5% BT 5

HE-TTAFAA=THILFE

The balances are unsecured, non-interest bearing and are

repayable on demand. The balance due to directors represents

director remuneration payable to the directors.

JRE Wi i o sk S A S R O

A< 45 ) B A

% AR A SR~ AN B R B B e R T
B - AR Z BRI IIE M EF A 2
EHME

21. SHARE CAPITAL 21. A
Number of shares HK$’000
& 0> 2 H T o
Ordinary shares of HK$0.01 each R (E0.01¥ T 2 8 i
Authorised: EERA
At 1 July 2003, 30 June 2004 NZFE=FELH—H
and 30 June 2005 ZEZRNEANAH=ZTH K
“EEZHFEANAZTH 800,000,000 8,000
Issued and fully paid: BT R A
At 1 July 2003, 30 June 2004 RE-ERE=FELH—H -
and 30 June 2005 ZEFNEAH=ZTHK
ZEEREANH=TH 180,000,000 1,800

22. SHARE OPTION SCHEMES

)]

Pre-IPO 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/or 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.
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R MR BB AR W s R AR A
A B RS A 2 AR b T AR s B R A
HE o RIBFE BB RER TR A A HEF
A 3 B % 48 % 0.60% JG RR A N | 2
28 B T AR 48 W] TR 2 R
RE W K 2 S i I 0y B0 H %5 14,400,000
B o A% FAT AR A 22 i B HE 2 B 1
H A v #3,600,000/% °
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

22. SHARE OPTION SCHEMES - continued
(i) Pre-IPO Share Option Scheme (the “Pre-IPO Scheme”)

— continued

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 years
ended 30 June 2004 and 2005:

22. B REFE ] —

(i)

8 P T P AR S (T30 P i e i it 38 )
—#

HAARRGR —FEF—FH A /N\H1E
A M BT AR AR R AR R A R
B> A F AT PR L ORE AR
AL DA HIT A 15 15 P M 2 F A N BT = A 2
i AN B Z B R > MR PR T K%
S5 T 2 BB A AT R A It AT T LA
T8 -

FREBRRE S BENE R - EE
4 H = I Ik AP B R 97 O
E 0 28 2 2 R

Lapsed Lapsed
Exercise price Balance at during Balance at during Balance at
Date of grant per share 1 July 2003 the year 30 June 2004 the year 30 June 2005
R R-FE=E RZZZW4E RZZZL4
Jik e tA—-H  REERE AAZHH REERE  AAZtHH
Bl AH e MBI KRB MEAZIEBE KRR R R
HK$ (note) (note)
18T (i) (Fif k)
Directors of the Company
KAFZES
Dr. Chan Chok Ki 12 April 2001 0.60 1,800,000 - 1,800,000 - 1,800,000
A A 1 1 “EEE
WA+=H
Dr. Ma Chi Kit 12 April 2001 0.60 1,440,000 - 1,440,000 - 1,440,000
BEfEEL SRR
WA+=H
Mr. Ho Ka Ho 12 April 2001 0.60 1,364,000 - 1,364,000 - 1,364,000
(IEE 32 “EEE
WA+=H
4,604,000 - 4,604,000 - 4,604,000
Employees of the Group 12 April 2001 0.60 7,492,000 (1,220,000) 6,272,000 (2,360,000) 3,912,000
REMAREE “EEE
MAt+=H
12,096,000 (1,220,000) 10,876,000 (2,360,000) 8,516,000

ANNUAL REPORT
20065 & ]

TeleEye Holdings Limited
F E R 2 R &8 R 2 7



NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

22. SHARE OPTION SCHEMES - continued

(i)

(i)

Pre-IPO Share Option Scheme (the “Pre-IPO Scheme”)

— continued

No options had been exercised since the date of grant. At
30 June 2005, the number of shares in respect of which
options had been granted under the Pre-IPO Scheme
represents 4.7% (2004: 6.0%) of the shares of the Company
in issue at that date.

Note: These options lapsed upon the resignation of the grantees.
Share Option Scheme adopted on 12 April 2001 (the
“Option Scheme”)

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 highest 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 the 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.

Pursuant to a resolution passed on 28 October 2003, the
Option Scheme was terminated. No options had been

granted since the adoption of the Option Scheme.
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22. B RESE S — 4

(i)

(if)

P T U AR ) (e B T B s )
—

H 3% B0 S i SR AT o A
CEERAENHA = H o AR A
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AR AT R 22 5 R B H R
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Wi R ME R NPT AE o8 <F i o 2 5% 55 1
] A R A 8 | 2 By (5% 56 1 D 4 AS
300 B2 1 H R =4 H R 150
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2T R Z10% °

i 8 B8 B HE 4 T AT IS R T A £
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BERCBET A TR ZRGEE S
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

22. Ji B HE EH ) — A
(i) B RBEZ4TH S VH R Z R

22. SHARE OPTION SCHEMES - continued
(iii) 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 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 option granted is exercisable upon acceptance

and payment of consideration by the grantee.

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. No option has been granted under the 2003
Option Scheme since adoption and up to 30 June 2004.

RERH ) (1= 2% =4 i i bt 1)

REHR —FE=4F+H _+/\H@Hz
PR > AN E RN TR A I R
FEE o DURE RS M M B) IR B A A FE
HER AL F B R B & TR
JBy - DA B 4 B A AT o DA SR BT
BT EZEIMER o AN R EEG A H
5 1) AF: AT R B 432 i g A M (L 465 A 4 F
CHITEFERREATEF X - W
]~ AR~ RERE - BE R SERER) DL
R A By o AR T DA AR 1 s
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NOTES TO THE FINANCIAL -
STATEMENTS BF 1% i R M 5

For the year ended 30 June 2005 BE_ZTRAFAA=THLFE
22. SHARE OPTION SCHEMES - continued 22. i B RE G ) — A
(iii) Share Option Scheme adopted on 28 October 2003 (the (i) REFZ41H )\ H 3R Z 06 B
“2003 Option Scheme”) — continued REGHE) ([ MRS ]) — 4
The following table discloses movements in the Company’s TREEBEFLZREANT=1H 1L
share options under the 2003 Option Scheme during the AF N AR A AR B 2R A I RRE
year ended 30 June 2005: B iz 2 R B RO
Granted Lapsed
Exercise price during during Balance at
Date of grant per share the year the year 30 June 2005
o RoBRLA
I i RN T REEANE AA=1H
i H A TR REZMERE KRB ERE W ERE
HK$ (note)
e (Wzt)
Directors of the Company
KAAZES
Dr. Chan Chok Ki 4 August 2004 0.145 900,000 - 900,000
I £ 2 1 1 “ZENENAHA
Dr. Ma Chi Kit 4 August 2004 0.145 720,000 - 720,000
BEREL “ERPAENA A
Mr. Ho Ka Ho 4 August 2004 0.145 680,000 - 680,000
il R B 5E “ETNEAANA
2,300,000 - 2,300,000
Employees of the Group 4 August 2004 0.145 1,080,000 (380,000) 700,000
AEMEER “ETWENAEH
3,380,000 (380,000) 3,000,000
No options had been exercised since the date of grant. B2 E A DA SR B AT IR RE o BX R
The closing price of the Company’s shares immediately ZRFAE N M A (F kR 7
before 4 August 2004 (date of grant of the above options) HH ) BT A2\ By 2 W T 8 45 0.145
was HK$0.145. At 30 June 2005, the number of shares in WG o RMZFELXHFEANH=1TH » B
respect of which options had been granted under the 2003 TR A IRORE T 4 R RE V5 R
Option Scheme represents 1.7% (2004: 1.3%) of the shares 2 &y BB AL R% B AR S F B AT IR
of the Company in issue at that date. Z1.7% (ZFEZPMLE : 1.3%) °
Note: These options lapsed upon the resignation of the grantees. BifaE - A R RE AR AR IR N BEAE AR R -
ANNUAL REPORT TeleEye Holdings Limited

2 005 % W F E R 2 R & R o4 8




NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2005

22. SHARE OPTION SCHEMES - continued 22. i B RE G ) — A
The financial impact of share options granted is not recorded E 52 i IR HE 2 5 5 28 317 5T B A AR A )
in the Company’s or the Group’s balance sheet until such time AR EE AR B2 WRREEAT
as the options are exercised, and no charge is recognised in the S Ak 5 TP WA AR 3R AT T R A R A L IR HE
income statement in respect of the value of options granted in fEE 2 B 3 o Fop W IRMEHEAT (45 - AN 20 | %
the year. Upon the exercise of the share options, the resulting e IR LG TG 8 AT 2 15 2 03 T L i 8%k 5% AL 41
shares issued are recorded by the Company as additional share JBAS 5 S 1% g JR AT Ao AR R A I8 5 T (L 2 25 AR
capital at the nominal value of the shares, and the excess of FO Bk A T 3 AEE AR A o 7E o BB RE AT (8 H BT
the exercise price per share over the nominal value of the B 2R % Bl Gk B 2 T RO A 1 SR AT 5 I I
shares is recorded by the Company in the share premium e B
account. Options which lapse or are cancelled prior to their
exercise date are deleted from the register of outstanding
options.
23. RESERVES 23. i
Share Retained
premium profits Total
J Ay ik 1 PR B w6k 5t
HK$°000 HK$°000 HK$°000
T# oo T o0 T# T
THE COMPANY Ay ]
At 1 July 2003 o EmEZFEEH—H 21,605 922 22,527
Profit for the year A JE Y | - 27 27
At 30 June 2004 R EEFNAFENRH =1TH 21,605 949 22,554
Profit for the year 7 A JE Y | - 12 12
At 30 June 2005 ME_FEHFEANA=Z1TH 21,605 961 22,566

In the opinion of the directors, the Company’s reserves available
for distribution to its shareholders as at 30 June 2005 comprised
share premium and retained profits in aggregate amounting to
approximately HK$22,566,000 (2004: HK$22,554,000) provided
that, after distribution, the Company will be able to pay its

debts as they fall due in the ordinary course of business.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

B 75 R 5% BT 5

RE-STRFAASTHLEE

24. DEFERRED TAXATION 24. EHEHIIE

The following are the major deferred tax liabilities (assets)

recognised and movements thereon during the current and prior

AR TEAREE TR - DR E®
WAL B TE B fif (&) K3 B b -

years:
Accelerated  Capitalised
tax development Tax
depreciation costs losses Total
Ei s
IEBLIE YT AR AL 765 i 11 A
HK$°000 HK$’000 HK$’000 HK$°000
THs T T s T T 5 T THs T
THE GROUP A
At 1 July 2003 MNEEFE=AFEELA—H 30 531 (561) =
Charge (credit) to income statement e A N 41 (178) 137 =
At 30 June 2004 and 1 July 2004 RZEFNEANHA =1 H K
“EENEELH] —H 71 353 (424) =
(Credit) charge to income statement AR R GEA) dnBR (12) (62) 74 -
At 30 June 2005 NZEFERLFEANA=TH 59 291 (350) =

At 30 June 2005, the Group has unused tax losses of
approximately HK$9,746,000 (2004: HK$6,730,000) available
for offset against future profits. A deferred tax asset has been
recognised in respect of approximately HK$1,997,000 (2004:
HK$2,427,000) of such losses. No deferred tax asset has been
recognised in relation to the remaining unused tax losses of
HK$7,749,000 (2004: HKS$4,303,000) due to the
unpredictability of future profit streams. Included in the
unrecognised tax losses are losses of approximately HK$405,000
(2004: HK$277,000) that will expire in 2010 through 2011.

The remaining tax losses may be carried forward indefinitely.

At 30 June 2005, the Group has other deductible temporary
differences of approximately HK$101,000 (2004: HK$36,000).
No deferred tax asset has been recognised in relation to such
deductible temporary differences as it is not probable that
taxable profit will be available against which the deductible

temporary differences can be utilised.

AZEERAFENA =T H o AL AT 4R AR
HE 85 o 28 I R 2 i R B A OBLES s R A B
9,746,000% JC (= F F U 4 : 6,730,000%
JC) o 7 B [ R % 45 e 1R T A R 2 A0 AE B JH
B A K5 1,997,000%s o6 (= &F E U 4F
2,427,000% 78) o M1 A K fE T Eh R A i A o
1 AR A Sl 1 I S 2 0 W 1= ]
7,749,000% 76 (—FEU4E : 4,303,000% 70)
Tl 52 2% 0 JE ol TEUS A o 1) IS ifE R B I Ji 4R v
2 B #1405,0008% 76 (U 4E © 277,000
Wot) I - RER A E o R
T 2 B VE s 4 R T R A R & i o

TR EFAENH =S H o AR 2 HoA AT
098 T RE 22 R A 45 101,000 o6 (ZEE N
4F 1 36,000 7T) o HH A TE AR A ERR B i A
AT R I S5 BT B 2 BT e R RS A o it
S 48 Jf T I T R 25 A i SR 0 A B U E o
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

25.

RETIREMENT BENEFIT SCHEMES

The subsidiaries in Hong Kong participate in a defined
contribution retirement scheme (“MPF Scheme”) registered
under the Mandatory Provident Fund Schemes Ordinance. The
assets of the MPF Scheme are held separately from those of the
Group in funds under the control of an independent trustee.
Under the rules of the MPF Scheme, the employer and its
employees are each required to make contributions to the
scheme at rates specified in the rules. The only obligation of
the Group with respect to the MPF Scheme is to make the
required contributions under the scheme. No forfeited
contributions are available to reduce contributions payable in

future years.

The employees of the subsidiary in the PRC are members of a
state-managed retirement benefit scheme operated by the PRC
government. The subsidiary is required to contribute 8% of the
basic salary of its employees to the retirement benefit scheme
to fund the benefits. The only obligation of the Group with
respect to the retirement benefit is to make the specified

contribution.

In addition to the participation in the above retirement benefit
schemes, the subsidiary in the United Kingdom and the
subsidiary in Singapore are required to contribute, respectively,
to National Insurance Contributions and Central Provident
Fund Scheme for certain of its employees in the United Kingdom
and Singapore based on applicable rates in accordance with the

relevant government regulations.

The total cost charged to income statement of approximately
HK$584,000 (2004: HK$555,000) represents contributions
payable to these schemes by the Group in respect of current

accounting period.

ANNUAL REPORT
20065 & ]

25.

1B P A 5L

AT 2 B > ) 22 BELAR B R ok A BR Rl
W A0 ) A 09 R O OB PR ) (5 A e
# 1) o A R H L B AL [ B
BRAEA > 1A 5 1 2 RUAF O e — 44
AR FENE B B o AR AR 0 A B wH )RR
ZRUE - R E KR B & B AR RAE E 2
B R o Rt 0 A < w0 A 4R T RUJE %
8 7wt ) £ 43 BT 2R R R o AR A TSI A W A
FI1 9 A SIS A R AR A Sk 2 B 3t ke

A AR A TP R 2 6 R o R 2 R B 2 R AR A B
BRI # 2 8 > Rz Et # R R AR
B o BB AN W ZH 2 MR LR B 2R AR B 2 8% 1
AR PR A B4R R o A S AR R AR I i
A AR B AR e R e

W22 B E SICR AR AR A w18 > 0 iR S B R
TN 35 2 o Jagg 2 ) AR A B ] % ST i 3 A
ZAEG] > R b AR 2 L bl v B R 2

# T 1 B 4 Al 1 National Insurance
Contributions & Central Provident Fund

Schemefi K

TE W 45 2% T 11 Bk 2 28 R AR #)584,00045 76 (—
EEPUAE 555 0004 T0) £y A< 4 [ i AR & 5t
9 A O S AR 2 R EK o
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2005

26.

27.

B 75 R 5% BT 5

RE-STRFAASTHLEE

OPERATING LEASES 26. B ALY
THE GROUP
A 4 1
2005 2004
SBRHEE  _EENE
HK$’000 HK$’000
T#T T
Minimum lease payments made under A A AF B A AR 5 R AH 4
operating leases in respect of HEYEHE AT Z
premises during the year s AR A %9 FH <4 1,141 1,218
At the balance sheet date, the Group had commitments for REEE R > AL EEEA B Y 2 2 R W] BOH &
future minimum lease payments under non-cancellable B AHL & T 28 A8 R AR AT 2 B AR AR 4 Al 48 2 7K
operating leases in respect of premises which fall due as follows: YR 5 H BE
THE GROUP
NS
2005 2004
—BEE S EENE
HK$’000 HK$’000
T#oT T# T
Within one year — 4N 881 882
In the second to fifth year inclusive 5 AR BB AR
(5 F& M 47 B 45 72 1A 1,119 1,914
2,000 2,796
Operating lease payments represent rentals payable by the JRE A 2 4% 7 L 44 AL < s A 4 [ 2 N =S ) 2
Group for office premises. Leases are negotiated and rentals AT 2 A o AH A K B g BT 2 = AR R 2
are fixed for an average of three years. —IK e
The Company had no significant lease commitments at the AN w) R G A ST i R AH A R o
balance sheet date.
CONTINGENT LIABILITIES 27. BAREAMH

At 30 June 2005, the Company had an outstanding guarantee
issued in favour of a bank of HK$5,000,000 (2004:
HK$5,000,000) for securing general banking facilities granted
to a subsidiary. The subsidiary did not utilise any of these

facilities at the balance sheet date.

The Group had no significant contingent liabilities at the

balance sheet date.
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NOTES TO THE FINANCIAL \
STATEMENTS B 1% i 2= M 5E

For the year ended 30 June 2005 BE_ZTAFAA=THLFE
28. RELATED PARTY TRANSACTIONS 28. B AL 5
THE GROUP
A 4
2005 2004
SRBEE  _EENE
HK$’000 HK$’000
T# oo T T
Sales to an associate (note i) ] B 5 N ) B (B L) 391 801
Interest income from loan to KB THEARERZ
an associate (note ii) RS A (B aEii) 4 3
Service fee payable to City University of 1o 7 S T R B (TR ) A
Hong Kong (“City University”) (note iii) Mk 5 2 (Kt ki) 27 37
CityU Enterprises Limited, a wholly owned subsidiary of City ¥ Etin City Limited (A A A Z EEK K Z
University, holds a 30% interest in Etin City Limited, a —) 30%ME fit < IR AR ZEA FRA A 2 ok 2 &
substantial shareholder of the Company. ) ) A o
Notes: Mt it -
@) The selling price was determined by the directors with reference () HEEAESRIEBESE = HETHEMRKS ZE
to prices for similar transactions with unrelated third parties. K& 1% e AT M B o
(ii) Interest was charged at 1% per annum (2004: 1% per annum). (i) FIESRERI%FE (CEBFPULE : F3R1%) o
(iii) The transaction was carried out in accordance with terms (1ii) 385 Ty % B8 th AR O 8 2 K A B 2 R HEAT -
determined and agreed by both parties.
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FINANCIAL SUMMARY

TR

RESULTS E 3
Year ended 30 June
BEANHA=1THIL4EE
2001 2002 2003 2004 2005
SRR R A R E S DERE RFAE
HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
T o Tt T T T T-#o0
Turnover % 18,471 17,005 26,447 30,458 27,492
Profit (loss) before taxation  FR B4 A i A (5 18) 1,876 (5,064) (1,272) (911) (3,500)
Taxation (charge) credit BLIA (SZH) &% (298) 589 (30) 21 —
Profit (loss) before minority 1 D BB A 45 /i
interests % (k5 18) 1,578 (4,475) (1,302) (890) (3,500)
Minority interests D B R RE 25 — 76 93 (56) 216
Profit (loss) for the year 74 B v A (s 18) 1,578 (4,399) (1,209) (946) (3,284)
ASSETS AND LIABILITIES % Kk AR
At 30 June
RANA=1H
2001 2002 2003 2004 2005
SRR ZREF A DERER SR DEFERNE ZRFAS
HK$’000 HK$’000 HK$’000 HK$ 000 HK$°000
T T T e T T T
Total assets G E 43,022 37,509 35,210 35,693 33,291
Total liabilities AR (4,348) (3,841) (3,204) (3,902) (4,248)
Minority interests D B B 2 — 66 167 87 296
Shareholders’ funds R 4 38,674 33,734 32,173 31,878 29,339
Notes: Mt et -
(1) The Company was incorporated in the Cayman Islands on 24 August (1) ARG F] N R4\ A H R B R

2000 and became the holding company of the Group on 11 April

2001 as a result of a group reorganisation (the “Group

Reorganisation”) in April 2001.

2) The results for the year ended 30 June 2001 have been prepared (2)

using the merger method of accounting as if the group structure

immediately after the Group Reorganisation had been in existence

throughout the year concerned.

ANNUAL REPORT
2 005 % b3l

WIS o S A T AR T S AL (T %
BT ALD) 5 5 E— R+ — F AR A SR
2T o

BE _FTFEAA=ZTHILFEREZELTIRE
wEG BF D7 kAR R 9 0 BX BB A 4R B B AR 4R 1
A5 M — ELTE AT B 4 B -

TeleEye Holdings Limited
F E R # R & R 2 37



www.TeleEye.com




